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COMPTROLLERS  DIVISION 

ELLEN  M.  O'CONNOR 

COMPTROLLER 


January  11,  1989 


To  the  Citizens  of  the  Commonwealth  of  Massachusetts, 
Governor  Michael  S.  Dukakis  and  the  Honorable  Members 

of  the  General  Court: 


In  accordance  with  Section  12  of  Chapter  7A  of  the  General  Laws,  the  Office 
of  the  Comptroller  transmits  the  Comprehensive  Annual  Financial  Report  for 
the  fiscal  year  ending  June  30,  1988  (FY  88).   The  publication  of  this 
report  represents  the  completion  of  financial  activity  for  FY  88.   The 
report  contains  two  sets  of  audited  financial  statements:   those  prepared  in 
accordance  with  generally  accepted  accounting  principles  (GAAP),  and  those 
prepared  using  the  budgetary  (modified  cash)  basis  of  accounting. 

The  Office  of  the  Comptroller  is  responsible  for  the  presentation  of  the 
financial  statements  of  the  Commonwealth.   This  report  includes  all  the 
necessary  information  for  the  reader  to  obtain  a  comprehensive  understanding 
of  the  Commonwealth's  financial  position  and  the  results  of  its  operations 
for  FY  88. 

The  financial  condition  of  the  Commonwealth,  on  a  budgetary  basis,  continues 
to  be  strong.   Under  the  budgetary  basis  of  accounting,  which  is  used  for 
developing  the  state  budget  and  controlling  daily  activities,  the  General 
Fund  has  reported  a  total  fund  balance  of  $322.1  million  (m)  of  which 
$112. 3m  is  designated  within  the  Program  Stabilization  Fund.   However,  the 
financial  condition  on  a  GAAP  basis  is  not  as  strong  as  it  was  at  the  end  of 
last  year.   When  reported  on  the  GAAP  basis  of  accounting,  the 
Commonwealth's  performance  resulted  in  a  General  Fund  deficit  of  $109. 4m. 

There  are  two  significant  factors  which  explain  the  difference  between  the 
GAAP  fund  deficit  and  the  budgetary  basis  fund  balance  in  the  General  Fund: 
accrual  of  certain  tax  abatements  and  a  decrease  in  taxes  receivable;  and 
accrual  of  the  liability  to  support  the  Massachusetts  Bay  Transportation 
Authority  and  other  transit  authorities.   A  reconciliation  of  budgetary 
basis  to  GAAP  basis  is  disclosed  in  the  Notes  to  the  General  Purpose 
Financial  Statements. 
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Significant  Achievements 

Several  noteworthy  achievements  highlight  FY  88. 

The  Commonwealth  has  again  in  FY  88  concluded  the  year  with  a  budgetary  fund 
surplus  in  the  primary  governmental  funds.   As  a  result,  the  amount 
designated  for  Program  Stabilization  has  increased  as  follows  (amounts 
expressed  in  thousands): 

Initial  amount  transferred  FY  87  $  70,330 

Interest  income  FY  88  4,661 

Additional  transfer  FY  88  37,321 

Current  balance  FY  88  $112.312 

In  the  financial  statements,  the  Program  Stabilisation  Fund  has  been 
incorporated  into  the  General  Fund  for  reporting  purposes. 

In  FY  88  the  rating  of  Commonwealth  bonds  and  notes  improved  from  AA  to  AA* 
by  Standard  and  Poor's  Corporation  and  from  A-l  to  Aa  by  Moody's  Investors 
Services.   This  improvement  in  the  bond  rating  represents  a  signal  of 
confidence  by  these  independent  agencies  in  the  economic  and  financial 
prospects  for  Massachusetts.   The  improved  bond  rating  assists  the 
Commonwealth  to  issue  bonds  at  a  lower  interest  rate  which  results  in  large 
savings  of  interest  expense  in  the  future. 

In  FY  8  8  the  Commonwealth  enacted  a  funding  plan  to  eliminate  the  unfunded 
pension  liability.   This  is  a  very  important  step  to  assure  interperiod 
equity,  that  is,  to  require  that  liabilities  incurred  in  the  current  period 
are  funded  in  the  current  period,  even  though  such  liabilities  may  not  need 
to  be  paid  until  many  years  in  the  future. 

The  Massachusetts  Management,  Accounting  and  Reporting  System  (MMARS),  has 
been  in  full  operation  for  two  years.   Most  transition  issues  from  the  prior 
system  (which  had  been  in  operation  for  20  years)  to  the  new  system  have 
been  resolved,  and  99%  of  the  departments  are  "on  line".   Departments  are 
becoming  increasingly  more  sophisticated  in  their  use  of  the  system,  and  an 
overall  increase  in  professionalism  has  been  observed  regarding  the  2,500 
state  employees  who  interact  with  MMARS  on  a  routine  basis. 

The  Commonwealth  has  achieved  its  third  annual  State  Single  Audit.   The 
State  Single  Audit  involves  audit  reports  of  the  independent  public 
accountants  and  is  used  as  a  management  process  to  improve  fiscal  management 
throughout  the  state. 

Independent  Audit 

The  firm  of  Touche  Ross  &  Co.,  together  with  the  subcontractors  Paul  J. 
Gerry,  CPA,  PC,  Daniel  Dennis  &  Company,  and  Margaret  Carr,  CPA,  have 
performed  an  independent  audit  of  the  Commonwealth's  general  purpose 
financial  statements.   This  is  the  third  consecutive  year  that  the 
Commonwealth's  general  purpose  financial  statements  have  received  an  opinion 
from  independent  auditors,  as  presented  on  both  a  GAAP  basis  and  a  budgetary 
basis  of  accounting.   These  opinions  are  presented  in  the  financial 
statement  section  of  this  report. 
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The  audit  opinion  on  the  general  purpose  financial  statements  is  a  component 
of  the  State  Single  Audit.   Other  components  include  a  Report  on  Compliance 
and  Internal  Control  regarding  programs  which  receive  federal  financial 
assistance,  a  Report  on  Compliance  and  Internal  Control  on  programs  which  do 
not  receive  federal  financial  assistance  (state  funding  only),  and  a 
detailed  listing  of  federal  funding  in  the  Schedule  of  Federal  Financial 
Assistance.   These  related  audit  reports  will  be  published  and  distributed 
to  interested  parties  in  the  near  future. 

During  the  audit,  the  State  Auditor's  Office  (SAO)  worked  in  close 
cooperation  with  the  Office  of  the  Comptroller  and  the  firm  of  Touche  Ross  & 
Co.   The  SAO  conducted  special  engagements  reviewing  departmental  compliance 
with  Comptroller  directives  regarding  revenue  cutoff  and  accounts  payable 
activity.   In  addition,  the  SAO  assisted  in  auditing  many  state  colleges. 
This  audit  work  has  been  incorporated  into  the  Reports  on  Compliance  and 
Internal  Control. 

Reporting  Entity 

The  General  Purpose  Financial  Statements  -  Budgetary  Basis  include  the  80 
funds  of  the  Commonwealth,  incorporating  the  fiscal  activities  of  the  168 
state  departments,  agencies,  boards,  commissions  and  constitutional 
offices.   These  168  state  departments  conduct  their  daily  financial  business 
in  the  state  accounting  system. 

The  General  Purpose  Financial  Statements  -  GAAP  Basis  include  an  additional 
15  authorities  as  Enterprise  Funds  and  the  financial  operations  of  the  trust 
funds  in  Higher  Education.   These  15  component  units  and  the  state  college 
trust  funds  meet  the  GAAP  criteria  for  incorporation  into  the  governmental 
reporting  entity.   Information  detailing  the  financial  activities  of  these 
authorities  appears  in  the  Combining  Financial  Statement  for  Enterprise 
Funds  and  in  the  Notes  to  the  General  Purpose  Financial  Statements 
(footnotes) . 

Budgetary  Control  and  Accounting  System 

Budgetary  control  is  enforced  through  MMARS.   The  Legislature  authorises 
expenditures  through  annual  and  supplemental  appropriations.   After  proper 
notification  by  the  Fiscal  Affairs  Division  of  the  Executive  Office  for 
Administration  and  Finance,  these  appropriations  are  posted  in  MMARS.   The 
Office  of  the  Comptroller  controls  subsequent  obligation  and  expenditure 
activity  to  ensure  that  the  authorized  appropriation  is  not  exceeded.   As  an 
additional  element  of  budgetary  control,  certain  obligations  are 
individually  reviewed  and  approved  by  the  Comptroller  and  other  oversight 
departments  prior  to  acceptance  by  MMARS. 
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MMARS  maintains  all  transactions  on  the  budgetary  basis  and  most 
transactions  on  the  GAAP  basis.   Some  additional  information  provided  by  the 
departments  is  compiled  to  complete  the  GAAP  financial  statements.   The 
differences  between  the  two  bases  of  accounting  may  be  characterized  as 
follows : 

basis  differences,  that  is,  GAAP  uses  accruals  and  the  budgetary  is 
essentially  cash, 

timing  differences,  for  example,  GAAP  includes  payables  for  goods 
and  services  received,  whereas  the  budgetary  basis  includes 
outstanding  encumbrances,  and 

entity  differences,  that  is,  the  GAAP  reporting  entity  includes  the 
15  authorities  and  the  trust  funds  in  Higher  Education  that  are  not 
part  of  the  state  budget,  and  they  are  not  in  MMARS. 

A  reconciliation  between  the  GAAP  basis  financial  statements  and  budgetary 
basis  financial  statements  is  included  in  Note  3  of  the  footnotes. 

General  Government  Operations 

The  Commonwealth  uses  a  structure  of  a  General  Fund  and  34  Special  Revenue 
Funds  to  account  for  the  routine  activity  of  State  Government.   As  reported 
on  the  budgetary  basis  of  accounting,  these  funds  show  a  substantial 
increase  in  both  revenue  and  expenditures  when  compared  to  FY  87. 

Total  expenditures  and  uses  exceeded  total  revenues  and  sources;  this 
planned  outcome  was  to  spend  down  the  balances  in  continuing  accounts  rather 
than  carryforward  such  amounts  into  the  next  year. 

As  displayed  in  the  following  table,  an  overall  increase  in  revenue  was 
accomplished  in  1988  (amounts  expressed  in  millions): 

Revenues 


FY  88 

FY  87 

Chanqe 
$220.3 

% 

$  8,274, 

,9 

$  8,054, 

,6 

3% 

2,297, 

,1 

2,077, 

,9 

219.2 

12 

2,389, 

,4 

2,222. 

,7 

166.7 

7 

Taxes 

Federal  grants  and  reimbursements 

Other  revenues 

Interfund  transfers  and 

other  sources  960.2       925.2      35.0     4 

Total  revenues  and  sources  £13. 921. 6    $13.280.4    $641.2     5% 
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Within  the  category  of  taxes  there  was  a  moderate  increase:   growth  in  sales, 
personal  income,  insurance,  and  inheritance  taxes  offset  decreases  in 
corporate  income  and  bank  taxes.   The  reader  is  referred  to  the  Report  on  Tax 
Collections  prepared  by  the  Department  of  Revenue  for  a  detailed  examination 
of  changes  in  the  various  tax  sources.   Federal  reimbursements  increased  by 
12%  due  to  increased  reimbursements  of  state  expenditures  in  welfare  and 
highway  construction  programs.   Within  the  category  of  other  revenue,  once 
again  the  Lottery  continued  a  10%  growth  rate.   Interfund  transfers  increased 
due  to  certain  abandoned  property  escheating  to  the  General  Fund  and  the 
consolidation  of  balances  in  certain  Special  Revenue  Funds. 

In  FY  87,  the  state  tax  cap.  Chapter  62F  of  the  General  Laws,  was 
implemented.   This  law  reguires  an  annual  comparison  between  actual  tax 
collections  and  an  allowable  tax  amount  computed  by  a  statutory  formula 
indexed  to  the  inflation  rate.   Any  amount  of  actual  collections  over  the 
allowable  amount  is  to  be  refunded  to  the  taxpayers.   For  FY  87,  the  State 
Auditor's  Office  determined  a  tax  refund  of  $29. 2m  which  was  implemented  in 
the  1988  state  income  tax  returns.   For  FY  88,  actual  tax  collections  were 
less  than  the  allowable  amount  per  the  tax  cap  formula  by  $520. 4m,  and  thus, 
no  additional  tax  refund  was  warranted. 

In  FY  88  a  court  decision  was  issued  pertaining  to  the  method  of  calculating 
corporate  income  tax  by  allowing  corporations  with  multi-state  locations  to 
offset  profits  earned  in  Massachusetts  with  losses  generated  in  other 
locations.   The  decision,  frequently  called  the  "GE  case",  had  a  significant 
effect  on  tax  revenues  since  it  required  a  substantial  abatement  of  taxes.   A 
liability  for  $34m  has  been  recorded  on  the  budgetary  basis  of  accounting  and 
is  incorporated  into  the  budgetary  basis  financial  statements,  accordingly. 
This  amount  was  measurable  when  these  statements  were  prepared  and  also  is 
consistent  with  the  budgetary  assumption  of  the  Administration  and  the 
Legislature.   A  full  estimate  of  the  liability  for  these  abatements,  $100m,  is 
included  in  the  GAAP  financial  statements.   Additional  statutes  have  been 
enacted  to  change  the  effect  of  this  court  decision  in  FY  89. 

When  expenditures  are  compared  to  FY  87,  there  was  again  a  substantial 
increase  (amounts  expressed  in  millions): 

Expenditures  FY  8  8        FY  87      Change    % 

Legislative,  judicial,  executive 
and  constitutional  offices  and 
independent  commissions  $  2,474.1    $  2,367.4    $106.7     5% 

Executive  secretariats  9,805.5  9,025.0  780.5  9% 

Pension  600.2  622.4  (   22.2)  (  4%) 

Debt  service  568.5  530.1  38.4  7% 

Interfund  transfers  and  other  uses       861.5  1,009. 2  (  147.7)  (15%) 

Total  expenditures  and  uses  $14,309.8  $13,554. 1  $755.7  _6% 

The  largest  part  of  the  increase  within  the  category  of  constitutional 
offices  was  an  increase  in  local  aid  to  cities  and  town  administered  by 
these  offices;  there  were  also  smaller  increases  in  the  budgets  funding  the 
administrative  operations.   Two  factors  account  for  the  major  increases 
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within  the  executive  secretariats:   local  aid  to  cities  and  towns 
administered  by  these  secretariats  increased  substantially,  and  there  has 
been  significant  growth  in  state  operated  programs  such  as  human  services, 
public  safety,  higher  education,  transportation,  and  housing.   In  FY  87 
special  contributions  of  surplus  governmental  funds  to  the  pension  reserve 
were  made;  in  FY  88  these  contributions  were  continued,  but  at  a  reduced 
level.   Debt  service  increased  as  the  state  sold  more  long-term  bonds.   In 
the  category  of  interfund  transfers,  the  amount  of  fund  deficits  to  be 
balanced  in  the  Highway  and  Local  Aid  Funds  and  other  interfund  adjustments 
decreased. 

Fund  Balance 

While  revenue  and  expenditures  are  commonly  viewed  to  measure  financial 
performance,  another  important  indicator  is  the  changes  in  fund  equity 
(budgetary  basis)  for  the  primary  governmental  funds.   The  General,  Highway, 
and  Local  Aid  Funds  comprise  over  98%  of  the  annual  state  budget;  the 
program  stabilization  amounts  represent  a  strategic  reserve  available  for 
appropriation  due  to  changed  economic  conditions  or  any  event  that  threatens 
the  health,  safety  or  welfare  of  the  citizens  or  the  fiscal  stability  of  the 
Commonwealth  or  its  political  subdivisions. 

The  following  table  shows  the  changes  in  fund  equity  in  these  funds  for  the 
last  two  fiscal  years  (amounts  expressed  in  millions): 


General  Fund 


FY  88 


FY  87 


Change 


Designated  for  continuing  accounts 
Undesignated  and  designated  for  program 
stabilization 


$168.4    $434.4   ($266.0) 
153.6     110.8      42.8 


Total 


$322.0    $545.2   ($223.2) 


Highway  Fund 


Designated  for  continuing  accounts 
Undesignated 


$   - 


$  67.8   ($  67.8) 


Total 


$  67.8   (£  67.8) 


Local  Aid  Fund 


Designated  for  continuing  accounts 
Undesignated 


$   - 


$57.7   ($57.7) 


Total 


Combined 


$ - 


$57.7   ($  57.7) 


Designated  for  continuing  accounts 
Undesignated  and  designated  for  program 
stabilization 


$168.4    $559.9   ($391.5) 
153.6     110.8      42.8 


Total 


£322.0    £670.7   (£348.7) 
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Fund  balance  designated  fo.  continuing  accounts  represents  the  amount  of 
unspent  appropriations  specifically  authorized  by  the  Legislature  to  be 
carried  forward  and  available  for  expenditure,  without  additional 
appropriation,  in  the  next  fiscal  year.   Typically,  appropriations  lapse  and 
revert  unspent  balances  at  the  end  of  the  fiscal  year.   However,  a  trend  had 
been  emerging  with  numerous  exceptions  to  this  typical  practice,  evidenced 
by  growing  designations  for  continuing  appropriations.   In  FY  88,  the 
Legislature  limited,  and  in  many  cases,  eliminated  this  practice,  thus 
restoring  the  more  traditional  and  typical  "one  year  at  a  time"  basis.   This 
change  was  strongly  recommended  by  the  Office  of  the  Comptroller  to  improve 
budgetary  control. 

The  undesignated  fund  balance  and  amount  designated  for  program 
stabilization  is  frequently  called  the  "unappropriated  surplus."   This 
amount  represents  the  accumulation  of  resources  available  for  appropriation 
in  the  next  fiscal  year.   According  to  state  finance  law,  any  surplus  in 
excess  of  a  certain  statutorily  computed  amount  is  transferred  to  program 
stabilization.   In  FY  88  a  transfer  of  $37. 3m  was  made  and  is  included  in 
the  financial  statements  as  a  designation  in  the  General  Fund. 

The  ten-year  pattern  of  undesignated  fund  balance  (budgetary  basis)  as  set 
forth  in  the  following  table  indicates  that  amounts  preserved  in  FY  88  are 
reasonable  and  prudent  when  compared  with  prior  years  (amounts  expressed  in 
millions ) : 

Fiscal  Major  budgetary  funds ' 

year  unappropriated  surplus 

88  $153.6 

87  110.8 

86  333.3 

85  92.2 

84  19.2 

83  46.9 

82  26.5 

81  39.8 

80  39.3 

79  219.9 

For  FY  88  and  FY  87,  most  of  the  unappropriated  surplus  is  designated  in  the 
Program  Stabilization  Fund  and  represents  a  cushion  of  financial  resources 
available  for  appropriation  in  times  of  emergency  or  unforeseen 
circumstances.   In  FY  86,  the  large  balance  resulted  from  a  surge  of 
revenues  from  the  Commonwealth's  aggressive  revenue  enhancement  and 
enforcement  program.   In  FY  85  and  prior  years,  the  smaller  balances 
reflected  the  fiscal  policy  of  those  years,  which  was  to  spend  almost  all 
revenues  with  very  small  provision  for  future  contingencies. 
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Cash  and  Investments 

All  cash  is  controlled  by  the  State  Treasurer  pursuant  to  the  requirements 
of  law.   Each  state  department  promptly  transmits  to  the  State  Treasurer  all 
of  its  cash  receipts.   Weekly  warrants  for  expenditures  are  prepared  by  the 
Comptroller,  reviewed  and  approved  by  the  Governor's  Council,  and  checks  are 
issued  by  the  Treasurer.   In  addition  to  the  weekly  warrant  process,  the 
State  Treasurer  is  directed  to  issue  certain  other  payments,  such  as  debt 
service . 

A  system  of  bank  account  sweeps  and  lock  boxes  is  employed  by  the  Treasury 
to  maximize  daily  cash  balances.   The  State  Treasurer  manages  this  money  in 
pooled  investment  funds  to  maximize  interest  earnings.   The  Treasurer 
invests  excess  cash  from  its  general  accounts  in  short-term  securities  and 
other  instruments.   The  average  daily  invested  balance  for  FY  88  was  almost 
$600m.   The  interest  earned  for  the  year  was  $23. 8m  in  the  General  Fund. 
Additional  interest  income  of  approximately  $15. 9m  was  earned  in  the 
Expendable  Trust  and  other  funds.   Various  disclosures  related  to  the 
Commonwealth's  cash  and  investments  are  presented  in  the  footnotes. 

For  the  past  several  years  the  Commonwealth  has  enjoyed  a  positive  cash 
position.   This  situation  allowed  high  interest  income  from  investments  and 
reduced  the  need  for  short-term  borrowing.   However,  several  factors  have 
developed  which  have  changed  this  cash  position: 

long-term  debt  issuance  falling  behind  related  capital  spending, 

large  tax  abatements  and  smaller  than  expected  increases  in  revenue 

and, 

acceleration  of  disbursements,  such  as  local  aid  distributions  to 
cities  and  towns. 

The  Office  of  the  Comptroller  supports  recent  efforts  by  the  Treasurer  to 
recognize  and  address  these  factors  and  to  coordinate  a  statewide  cash 
management  strategy  that  responds  to  these  changed  conditions. 

Debt 

For  many  years,  the  Commonwealth  has  been  steadily  increasing  its  investment 
in  capital  assets  to  enhance  and  protect  the  infrastructure  of 
Massachusetts.   This  trend  has  been  evidenced  by  the  increases  in  capital 
appropriations  and  related  bond  authorisations  enacted  by  the  Legislature  in 
FY  88.   The  amount  of  capital  appropriations  not  yet  expended  at  the  end  of 
FY  88  was  $7, 988m;  the  amount  of  bonds  authorised  but  not  yet  issued  was 
$7, 361m.   The  Office  of  the  Comptroller  is  concerned  about  the  long-term 
implications  of  this  trend  and  recommends  that  additional  efforts  be 
undertaken  to  control  and  manage  this  increase  in  capital  operations. 
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$4,122 

1.09% 

3.51% 

3,826 

1.73 

3.59 

3,677 

1.64 

3.82 

3,424 

2.30 

3.98 

3,346 

2.25 

4.24 

The  following  table  sets  forth  the  Commonwealth ' s  long-term  bonded 
indebtedness  for  the  last  five  years  and  the  ratio  of  such  indebtedness  to 
certain  economic  indicators  (amounts  expressed  in  millions): 

Ratio  of  debt 

to  estimated  Ratio  of  debt 

Fiscal  Outstanding  debt     full  value  of  to  personal 

year  (net  of  discount)      real  estate       income 

88 
87 
86 
85 
84 

Approximately  35%  of  the  principal  amount  of  these  bonds  is  scheduled  for 
retirement  within  five  years  and  approximately  68%  within  ten  years. 

The  Commonwealth  ended  FY  87  with  General  Obligation  Bonds  outstanding 
including  discount  and  related  mini-bonds  of  $4, 390m.   During  FY  88,  the 
Commonwealth  issued  $551. 2m  in  General  Obligation  Bonds  and  $33. lm  in 
mini-bonds  with  interest  rates  ranging  from  6.0%  to  7.4%,  reflecting  the 
improved  bond  rating,  and  retired  $271m  in  General  Obligation  Bonds  and  $13m 
in  mini -bonds . 

It  has  been  the  Commonwealth's  debt  management  policy  to  maintain  a  balance 
between  capital  spending  and  bonded  debt  issuance  on  a  statewide  basis. 
However,  over  the  past  few  years  certain  circumstances,  including  the 
federal  laws  on  arbitrage,  have  constrained  the  Commonwealth's  ability  to 
issue  bonds  in  a  timely  way.   Thus,  the  relationship  between  capital  debt 
and  financial  resources  such  as  federal  reimbursement  to  capital  spending 
indicates  an  accumulating  cash  deficit  (amounts  expressed  in  millions): 

Fiscal 
year 

88 
87 
86 

As  a  result,  the  capital  funds  are  in  cash  and  fund  deficit  positions.   This 
financial  position  works  to  the  detriment  of  the  Commonwealth's  overall  cash 
position,  impedes  the  ability  to  earn  interest  income,  and  increases  the 
necessity  to  make  short-term  borrowings.   A  large  amount  of  long-term  debt 
should  be  issued  in  the  next  few  years  to  provide  the  underlying  capital 
financing  to  match  the  capital  spending.   This  debt  management  policy  should 
be  coupled  with  efforts  to  amend  federal  law  and  eliminate  other  obstacles 
to  the  state's  ability  to  issue  tax-exempt  debt. 


Sources  of  f 

unds 

Uses 
of  funds 

Cash 

Bonds 

Other 

Total 

variances 

$576.3 

$143.1 

$719.4 

$915.1 

($195.7) 

353.1 

149.5 

502.6 

844.  6 

(  342.0) 

480.1 

148.4 

628.5 

654.6 

(   26.1) 
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Pensions 

The  Commonwealth  is  responsible  for  the  payment  of  pension  benefits  to  state 
employees  and  teachers  of  the  cities  and  towns.   The  systems  were  originally 
designed  as  "pay-as-you-go",  meaning  that  amounts  were  expended  to  pay 
current  year  benefits  with  no  provision  made  to  fund  the  pension  benefit 
liability  associated  with  current  employees. 

In  FY  88  the  Commonwealth  enacted  a  pension  reform  law  which  included  among 
other  items  a  requirement  for  the  funding  of  the  unfunded  pension 
liability.   Commencing  in  FY  89,  a  40-year  funding  schedule  will  be 
established  which  is  sufficient  to  meet  all  current  expenses  and  accumulate 
assets  to  eliminate  the  unfunded  pension  liability. 

The  pension  reserve  fund  is  used  to  accumulate  assets  and  address  the 
unfunded  pension  liability.  In  FY  88,  contributions  were  made  to  the 
pension  reserve  as  follows: 

$16. 2m  excess  earnings  from  the  state  employees'  annuities  fund; 

$89. 6m  excess  earnings  from  the  teachers'  annuities  fund; 

$25. 0m  from  general  fund  and  local  aid  appropriations; 

$13. 2m  from  dedicated  taxes;  and, 

$10. 0m  from  federal  fringe  benefit  collections. 

The  state  employees'  annuities  fund  and  the  teachers'  annuities  fund  receive 
employee  contributions  and  also  accumulate  assets.  The  combined  fund  equity 
of  these  three  pension  funds  has  been  increasing  over  the  past  several  years 

as  indicated  in  the  following  table  (amounts  expressed  in  millions): 

Fiscal 

88 
87 
86 
85 
84 

A  significant  aspect  of  the  40-year  funding  schedule  allows  these  assets  to 
accumulate  investments  with  no  withdrawals  for  the  next  ten  years. 
According  to  this  strategy,  significantly  increased  contribution  levels  from 
state  funds  are  not  necessary  within  the  next  several  years  in  order  to 
accomplish  the  funding  schedule.   A  periodic  monitoring  of  the  assets  and 
comparison  to  the  actuarially  computed  liability  is  called  for  by  the  law  to 
ascertain  whether  the  funding  goals  are  being  met. 


Fund 

\ 

Change 

equity 

from 

prior  year 

$5,994.7 

6S 

5,636.9 

14 

4,948.5 

42 

3,477.9 

44 

2,415.6 

- 
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The  unfunded  pension  liability  based  on  1987  actuarial  valuations  was 
$7, 400m.   A  more  recent  actuarial  valuation  is  not  available.   In  FY  89,  an 
actuarial  valuation  will  be  available  to  measure  the  pension  liability  and 
performance  of  the  funding  schedule. 

Internal  Control  Environment 

The  objectives  of  the  Commonwealth's  internal  control  systems  are  to  provide 
management  with  reasonable  assurance  that: 

financial  and  other  resources  are  safeguarded  against  losses  from 
unauthorized  use  or  disposition; 

encumbrances,  payments  and  other  transactions  are  executed  in 
accordance  with  management  authorizations; 

financial  and  statistical  records  and  reports  are  accurate  and 
reliable; 

applicable  laws,  regulations,  and  policies  are  adhered  to;  and, 

resources  are  efficiently  and  effectively  managed. 

It  is  the  responsibility  of  department  managers  to  develop  and  maintain  an 
effective  internal  control  system  in  their  respective  departments. 

The  Office  of  the  Comptroller,  in  joint  ventures  with  the  State  Auditor's 
Office,  has  taken  several  actions  to  assist  departments  in  their  development 
of  internal  control  systems.   A  series  of  internal  control  training  programs 
was  delivered  to  hundreds  of  departments  managers;  also  an  Internal  Control 
Guide  was  written  and  distributed  to  departments.   At  the  end  of  FY  88, 
staff  from  the  State  Auditor's  Office  visited  97  departments  to  assure  that 
revenue  for  FY  88  was  being  properly  differentiated  from  revenue  for  FY  89 
and  that  departments  were  properly  following  Comptroller  directives.   In 
addition,  at  the  end  of  FY  88,  the  State  Auditor's  Office  visited  50 
departments  to  assure  the  Comptroller's  instructions  were  being  followed  and 
that  encumbrances  and  advances  were  being  charged  to  the  correct  fiscal 
year.   Through  these  coordinated  efforts,  proper  internal  control  procedures 
were  reinforced  to  department  employees. 

The  Office  of  the  Comptroller  has  initiated  an  aggressive  follow-up  to 
findings  from  the  State  Single  Audit.   This  follow-up  activity  is  designed 
to  ensure  that  corrective  action  plans  developed  by  departments  are 
effective  and  that  bona  fide  efforts  are  taken  to  resolve  noncompliance 
issues  or  weaknesses  in  the  internal  control  systems.   Significant  progress 
has  been  made  in  implementing  the  corrective  action  plans.   As  reflected  in 
the  State  Single  Audit  Reports,  one  third  of  the  audit  findings  from  FY  86 
were  resolved  and  not  repeated  in  FY  87. 
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Economic  and  Financial  Prospects 

The  Commonweal th  has  achieved  an  enviable  position  of  fiscal  stability  and 
economic  growth.   Having  established  a  solid  foundation  through  critical 
public  investments,  the  challenge  for  the  future  is  to  maintain  this 
position. 

The  economic  outlook  is  dominated  by  low  unemployment  rates  which  are 
forecast  to  remain  below  4%  for  the  rest  of  the  decade.   The  strength  of  the 
Massachusetts  economy  is  evident  when  compared  to  national  averages. 


Year 


1989  est 

1988 

198? 

1986 

1985 

1984 

1983 

1982 

1981 

198C 

Massachusetts 

U.S. 

unemployment 

rate 

unempl 

oyment  rate 

3.0\ 

5.6% 

3.1 

5.5 

3.7 

6.7 

3.8 

7.0 

3.9 

7.2 

4.8 

7.5 

6.9 

9.6 

7.9 

9.7 

6.4 

7  .6 

5.6 

7.0 

The  strength  of  Massachusetts  is  similarly  demonstrated  in  income  growth, 
the  single  best  measure  of  individual  well-being  in  an  economy.   Personal 
income  gains  for  Massachusetts  residents  are  forecasted  at  8 . 9%  in  FY  89  and 
8.5%  in  FY  90,  much  stronger  than  comparable  U.S.  figures. 

Massachusetts      %      U.S.  per  capita      % 
Year  income Change    income Change 

1990  $24,429  8.5  $18,693  6.4 

1989  22,516  8.9  17,568  7.1 

1988  20,669  9.2  16,404  7.3 

1987  18,934  8.1  15,288  5.7 

1986  17,516  11.0  14,461  7.0 

1985  15,776  9.1  13,511  6.4 

1984  14,463  10.5  12,696  8.8 

1983  13,089  9.0  11,675  3.0 

1982  12,010  7.6  11,332  7.8 

1981  11,158  10.2  10,517  10.5 

The  FY  89  General  Appropriations  Act  is  now  under  review.   The  original 
appropriation  forecast  revenue  growth  and  authorized  increased  spending 
levels  accordingly.   However,  it  has  now  been  determined  that  actual  tax 
revenue  growth  will  be  less  than  originally  forecast.   A  budget  balancing 
plan  that  has  a  series  of  revenue  enhancements,  interfund  transfers, 
expenditure  curtailment  plans  and  a  larger  reserve  for  additional 
appropriation  is  now  being  considered  and  implemented. 
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A  comparison  of  the  original  appropriation  and  the  current  plan  is  as 
follows  (amounts  expressed  in  millions): 

General  Appropriation 

Act  Revised 


Taxes  $  9,180.6  $  8,953.0 

Federal  reimbursements  1,437.7  1,516.0 

Departmental  799.8  749.0 

Other  revenues  and  sources  590  .  8  885.8 

Total  revenues  and  sources  £12 . 008 . 9  £12 , 103 . 8 

State  purposes  $  7,382.6  $  7,133.7 

State  aid  to  cities  and  towns  3,850.2  3,850.2 

Debt  service  581.9  574.8 

Other  uses  103.3  183.4 

Reserve  for  additional 

appropriations                   110 . 7  393.0 

Total  expenditures  and  uses  $12 . 028 .7  £12, 135.1 


The  Commonwealth  has  traditionally  balanced  its  budgets  through  such 
mechanisms  as  controlled  state  spending,  improved  program  management,  and 
aggressive  revenue  management.   It  is  expected  that  appropriate  actions  will 
be  authorized  to  balance  the  budget  for  FY  89. 

Conclusion 

This  report  demonstrates  the  continued  commitment  of  the  Office  of  the 
Comptroller  to  promote  and  improve  the  financial  management  of  State 
Government.   The  implementation  of  the  new  accounting  system  and  similar 
initiatives  have  established  a  foundation  for  future  improvements.   We  look 
forward  to  working  with  all  the  various  State  Departments  to  build  upon  this 
foundation  and  improve  fiscal  management  practices  in  such  areas  as  fixed 
asset  accounting,  intergovernmental  fiscal  business,  and  closer  compliance 
to  GAAP. 

In  closing,  the  Office  of  the  Comptroller  wishes  to  express  its  sincere 
appreciation  to  the  many  individuals  whose  dedicated  efforts  have  made  FY  88 
successful.   And  to  the  staff  at  the  Office  of  the  Comptroller,  I  offer  my 
personal  appreciation  and  thanks  for  all  the  extra  effort  and  time  you  have 
contributed  to  produce  this  report. 

Respectfully  submitted. 


A*fi.__ 


* — <_j^~* 


Ellen  M.  O'Connor 
Comptroller 
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Independent  Auditor's  Report 


Ms.  Ellen  M.  O'Connor,  Comptroller 
The  Commonwealth  of  Massachusetts 


We  have  audited  the  accompanying  general  purpose  financial  statements  of  the 
Commonwealth  of  Massachusetts  as  of  June  30,  1988,  and  for  the  year  then 
ended  as  listed  in  the  table  of  contents.   These  general  purpose  financial 
statements  are  the  responsibility  of  the  Commonwealth  of  Massachusetts' 
management.   Our  responsibility  is  to  express  an  opinion  on  these  general 
purpose  financial  statements  based  on  our  audit.   We  did  not  audit  the 
financial  statements  of  the  Pension  Reserve  Investment  Trust,  an  investment 
vehicle  for  certain  of  the  Commonwealth  of  Massachusetts'  Pension  Trust 
Funds,  the  financial  statements  of  which  reflect  25  and  13  percent, 
respectively,  of  the  assets  and  revenues  of  the  Fiduciary  Fund  Type.   We  did 
not  audit  the  financial  statements  of  the  entities  which  comprise  the 
Proprietary  Fund  Type.   Those  financial  statements  were  audited  by  other 
auditors  whose  reports  thereon  have  been  furnished  to  us,  and  our  opinion, 
insofar  as  it  relates  to  the  amounts  included  for  the  Fiduciary  and 
Proprietary  Fund  Types  referred  to  above,  is  based  solely  on  the  reports  of 
the  other  auditors. 

Except  as  discussed  in  the  following  paragraph,  we  conducted  our  audit  in 
accordance  with  generally  accepted  auditing  standards.   Those  standards 
require  that  we  plan  and  perform  the  audit  to  obtain  reasonable  assurance 
about  whether  the  financial  statements  are  free  of  material  misstatement. 
An  audit  includes  examining,  on  a  test  basis,  evidence  supporting  the 
amounts  and  disclosures  in  the  general  purpose  financial  statements.   An 
audit  also  includes  assessing  the  accounting  principles  used  and  significant 
estimates  made  by  management,  as  well  as  evaluating  the  overall  financial 
statement  presentation.   We  believe  that  our  audit  provides  a  reasonable 
basis  for  our  opinion. 

We  were  unable  to  audit  the  financial  data  included  in  the  General  Fixed 
Asset  Account  Group  (Note  6). 

As  discussed  in  Note  12,  retirement  expenditures  represent  amounts 
contributed  by  the  Commonwealth  determined  primarily  on  a  "pay-as-you-go" 
basis.   Generally  accepted  accounting  principles  require  that  retirement 
expenditures  be  based  on  an  acceptable  actuarial  cost  method. 
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In  our  opinion,  based  upon  our  audit  and  the  reports  of  other  auditors, 
except  for  the  effects  of  such  adjustments,  if  any,  as  might  have  been 
determined  to  be  necessary  had  we  been  able  to  audit  the  General  Fixed  Asset 
Account  Group,  and  except  for  the  effect  of  not  recording  retirement 
expenditures  on  an  acceptable  actuarial  cost  method  as  discussed  in  the 
fourth  paragraph,  the  general  purpose  financial  statements  referred  to  above 
present  fairly,  in  all  material  respects,  the  financial  position  of  the 
Commonwealth  of  Massachusetts  as  of  June  30,  1986,  and  the  results  of  its 
operations  and  changes  in  financial  position  of  its  Proprietary  Fund  Type 
for  the  year  then  ended  in  conformity  with  generally  accepted  accounting 
principles . 

As  discussed  in  Note  10  to  the  general  purpose  financial  statements,  the 
Commonwealth  has  adjusted  opening  fund  eguity  in  the  General,  Special 
Revenue,  Proprietary  and  Fiduciary  Fund  Types  to  reflect  changes  in 
individual  fund  classifications. 

Our  audit  was  made  for  the  purpose  of  forming  an  opinion  on  the  general 
purpose  financial  statements  taken  as  a  whole.   The  combining  and  individual 
fund  financial  statements  listed  in  the  table  of  contents  are  presented  for 
the  purpose  of  additional  analysis  and  are  not  a  reguired  part  of  the 
general  purpose  financial  statements  of  the  Commonwealth  of  Massachusetts. 
Such  information  has  been  subjected  to  the  auditing  procedures  applied  in 
the  audit  of  the  general  purpose  financial  statements  and,  in  our  opinion, 
is  fairly  stated  in  all  material  respects  in  relation  to  the  general  purpose 
financial  statements  taken  as  a  whole. 

We  did  not  audit  the  data  included  in  the  statistical  section  of  this  report 
and,  accordingly,  we  express  no  opinion  on  such  data. 


\  tuLxMjU    Kett    Y     (-<=> 


Certified  Public  Accountants 
January  4,  1989 
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The  GAAP  basis  financial  statements  are  so  named  because  they 
are  prepared  in  compliance  with  generally  accepted  accounting 
principles  (GAAP)  for  governments  as  prescribed  by  the 
Governmental  Accounting  Standards  Board  (GASB)  and  the 
Financial  Accounting  Standards  Board  (FASB). 

The  Commonwealths'  GAAP  basis  financial  statements  include 
the  various  departments,  agencies,  boards,  and  commissions 
governed  by  the  legislature,  judiciary  and/or  constitutional 
officers  of  the  Commonwealth  of  Massachusetts  and  the  fifteen 
independent  authorities  and  other  organizations  over  which 
oversight  authority  is  exercised. 
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COMMONWEALTH  OF  MASSACHUSETTS 

NOTES  TO  GENERAL  PURPOSE  FINANCIAL  STATEMENTS 

FISCAL  YEAR  ENDED  JUNE  30,  1988 


1.   Financial  Statement  Presentation: 


Introduction: 


The  accompanying  general  purpose  financial  statements  of  the 
Commonwealth  of  Massachusetts  present  the  financial  position  of  the 
various  fund  types  and  account  groups,  the  results  of  operations  of  the 
various  fund  types  and  the  changes  in  financial  position  of  the 
enterprise  funds,  nonexpendable  trust  fund,  and  pension  trust  funds  in 
compliance  with  generally  accepted  accounting  principles  (GAAP)  for 
governments  as  prescribed  by  the  Governmental  Accounting  Standards  Board 
(GASB)  and  the  Financial  Accounting  Standards  Board  (FASB). 

Reporting  Entity: 

The  general  purpose  financial  statements  include  the  various 
departments,  agencies,  boards,  and  commissions  governed  by  the 
legislature,  judiciary  and/or  constitutional  officers  of  the 
Commonwealth  of  Massachusetts  and  the  fifteen  independent  authorities 
and  other  organizations  over  which  oversight  authority  is  exercised. 
These  entities,  which  are  included  as  Enterprise  Funds,  were  selected 
based  on  the  following  criteria  outlining  the  ability  to  exercise 
oversight  responsibility,  as  defined  by  the  GASB: 

Financial  interdependency 

Selection  of  governing  authority 

Designation  of  management 

Ability  to  significantly  influence  operations 

Accountability  for  fiscal  matters 

Scope  of  public  service 

Special  financing  relationships 

These  fifteen  entities  include: 

Massachusetts  Bay  Transportation  Authority,  which  provides  public 
transportation  services  in  the  Greater  Boston  Metropolitan  Area. 

Massachusetts  Convention  Center  Authority,  which  owns  and  operates  the 
John  B.  Hynes  Veterans  Memorial  Convention  Center  and  the  Boston  Common 
Parking  Garage. 

Massachusetts  Water  Resources  Authority,  which  provides  water  supply 
services  and  sewage  collection,  treatment  and  disposal  services  to  areas 
of  the  Commonwealth. 
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COMMONWEALTH  OF  MASSACHUSETTS 

NOTES  TO  GENERAL  PURPOSE  FINANCIAL  STATEMENTS 

FISCAL  YEAR  ENDED  JUNE  30,  1988 

(Continued) 

1.   Financial  Statement  Presentation  (Continued); 

Reporting  Entity  (Continued); 

Higher  Education  Building  Authorities,  which  provide,  maintain  and 
operate  dormitories,  dining  commons  and  other  buildings  and  structures 
of  the  Universities  and  Colleges.   The  following  are  combined  as  "Higher 

Education  Building  Authorities": 

Massachusetts  State  College  Building  Authority 
Southeastern  Massachusetts  University  Building  Authority 
University  of  Lowell  Building  Authority 
University  of  Massachusetts  Building  Authority 

The  following  entities  are  combined  as  "Other"  Enterprise  Funds: 

Bay  State  Skills  Corporation,  which  funds  training  programs  in 
occupations  found  to  be  in  high  demand. 

Government  Land  Bank,  which  aids  public  agencies  and  private  enterprise 
in  converting  and  developing  surplus  federal  and  state  property  and 
other  substandard  property  in  Massachusetts. 

Massachusetts  Community  Development  Finance  Corporation,  which  invests 
in  business  enterprises  located  in  economically  depressed  areas  of 
Massachusetts,  in  conjunction  with  local  community  development 
corporations . 

Massachusetts  Industrial  Finance  Agency,  which  insures  industrial 
mortgage  loans  and  revenue  bonds  and  approves  and/or  issues  industrial 
revenue  bonds  in  order  to  stimulate  industrial  growth  and  economic 
development. 

Massachusetts  Technology  Development  Corporation,  which  provides 
financial  and  other  assistance  to  innovative  enterprises  in 
Massachusetts  which  have  the  potential  to  expand  and  generate  new  jobs 
and  tax  revenues. 

Massachusetts  Technology  Park  Corporation,  which  creates,  and  then  will 
operate.  Centers  for  Excellence  designed  to  foster  economic  development 
within  the  Commonwealth  in  conjunction  with  Massachusetts  colleges  and 
universities . 
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COMMONWEALTH  OF  MASSACHUSETTS 

NOTES  TO  GENERAL  PURPOSE  FINANCIAL  STATEMENTS 

FISCAL  YEAR  ENDED  JUKE  30 ,  1988 

(Continued) 

1.   Financial  Statement  Presentation  (Continued); 

Reporting  Entity  (Continued): 

University  of  Massachusetts  Medical  School  -  Group  Practice  Plan,  which 
includes  the  activities  of  the  University  of  Massachusetts  Medical 
School  Teaching  Hospital's  clinical  faculty. 

University  of  Massachusetts  Medical  School  Teaching  Hospital  Trust  Fund, 
which  includes  the  activities  of  the  University  of  Massachusetts  Medical 

School  Teaching  Hospital. 

The  accompanying  general  purpose  financial  statements  do  not  include  the 
Massachusetts  Home  Finance  Agency,  Massachusetts  Housing  Finance  Agency, 
Massachusetts  Health  and  Educational  Facilities  Authority,  Massachusetts 
Port  Authority  or  Massachusetts  Turnpike  Authority,  as  these  entities  do 
not  meet  the  criteria  for  inclusion  defined  by  the  GASB. 

Fund  Accounting; 

The  Commonwealth  records  its  transactions  in  funds  and  account  groups, 
each  of  which  is  considered  a  separate  accounting  entity.   The 
operations  of  each  fund  are  accounted  for  with  a  set  of  self-balancing 
accounts  that  comprise  its  assets,  liabilities,  fund  equity,  revenues 
and  expenditures/expenses.   Transactions  between  funds  within  a  fund 
type,  if  any,  have  been  materially  eliminated.   The  funds  and  account 
groups  are  organized  into  four  categories  as  follows: 

Governmental  Fund  Types: 

Governme'htal  Funds  are  those  through  which  most  governmental  functions 
of  the  Commonwealth  are  financed.   The  acquisition,  use  and  balances  of 
the  Commonwealth's  expendable  financial  resources  and  the  related 
liabilities  are  accounted  for  through  Governmental  Funds.   The 
measurement  focus  is  on  determination  of  changes  in  financial  position 
rather  than  on  net  income. 

General  Fund  -  is  the  general  operating  fund  of  the  Commonwealth. 
It  is  used  to  account  for  all  financial  resources  except  those 
required  to  be  accounted  for  in  another  fund.   For  financial 
statement  purposes,  the  fund  equity  recorded  in  the  Program 
Stabilization  Fund  is  included  in  General  Fund  unreserved  fund 
balance . 
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COMMONWEALTH  OF  MASSACHUSETTS 

NOTES  TO  GENERAL  PURPOSE  FINANCIAL  STATEMENTS 

FISCAL  YEAR  ENDED  JUNE  30,  1988 

(Continued) 

Financial  Statement  Presentation  (Continued); 

Governmental  Fund  Types  (Continued): 

Special  Revenue  Funds  -  are  used  to  account  for  the  proceeds  of 
specific  revenue  sources  (other  than  debt  service,  trusts  or  capital 
projects  funds)  such  as  federal  grants,  that  are  legally  restricted 
to  expenditures  for  specified  purposes. 

Debt  Service  Funds  -  are  used  to  account  for  the  accumulation  of 
resources  for,  and  the  future  payment  of,  general  long-term  debt 
principal  and  interest,  except  for  mini-bond  payments,  which  are 
made  from  the  General  Fund. 

Capital  Projects  Funds  -  are  used  to  account  for  financial  resources 
to  be  used  for  the  acquisition  or  construction  of  major  capital 
assets.   Such  resources  are  derived  principally  from  proceeds  of 
general  obligation  bonds  and  from  federal  reimbursements. 

The  Commonwealth  enters  into  long-term  contracts  for  construction  of 
major  capital  projects.   The  Commonwealth  pays  the  cost  of  capital 
projects  principally  from  resources  obtained  from  general  obligation 
bond  proceeds  and  federal  grants  and  reimbursements.   Bond  proceeds 
are  generally  received  after  the  expenditure  has  been  incurred. 
Accordingly,  the  fund  equity  of  the  capital  projects  funds  reflects 
a  deficit. 

Proprietary  Fund  Type: 

Enterprise  Funds  -  are  used  to  account  for  all  operations  of  the  fifteen 
authorities  and  other  organizations  included  within  the  Commonwealth's 
general  purpose  financial  statements.   The  measurement  focus  is  on  the 
determination  of  net  income. 
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COMMONWEALTH  OF  MASSACHUSETTS 

NOTES  TO  GENERAL  PURPOSE  FINANCIAL  STATEMENTS 

FISCAL  YEAR  ENDED  JUNE  30,  1988 

(Continued) 

Financial  Statement  Presentation  (Continued); 

Fiduciary  Fund  Type: 

Fiduciary  Funds  -  are  used  to  account  for  assets  held  by  the 

Commonwealth  in  a  trustee  capacity  (Trust  Funds),  or  as  an  agent  (Agency 
Funds)  for  individuals,  private  organizations,  other  governmental  units, 
and/or  other  funds.   Trust  Funds  include  Expendable  Trust  Funds, 
Nonexpendable  Trust  Fund,  and  Pension  Trust  Funds.   Nonexpendable  Trust 
Funds  and  Pension  Trust  Funds  are  accounted  for  in  essentially  the  same 
manner  as  proprietary  funds  since  capital  maintenance  is  critical.   The 
measurement  focus  is  on  the  determination  of  net  income.   Expendable 
Trust  Funds  are  accounted  for  in  essentially  the  same  manner  as 
Governmental  Funds  with  the  measurement  focus  on  changes  in  financial 
position  rather  than  income.   Agency  funds  are  custodial  in  nature 
(assets  equal  liabilities)  and  do  not  involve  measurement  of  results  of 
operations . 

Expendable  Trust  Funds  -  include  certain  trust  funds  of  the  state 
colleges  and  universities  and  the  Unemployment  Compensation  Fund,  which 
accounts  for  the  unemployment  taxes  collected  from  employers,  federal 
revenue  received  and  remittance  of  benefits  to  the  unemployed. 

Nonexpendable  Trust  Fund  -  includes  the  Metropolitan  District  Trust  and 
the  endowment  funds  of  the  state  colleges  and  universities. 

Pension  Trust  Funds  -  include  the  State  Employees  and  Teachers  Annuities 
Funds,  the  State  Employees  and  Teachers  Retirement  Military  Accumulation 
Funds  and  the  Pension  Reserve  Fund. 

Agency  Funds  -  include  the  cities  and  towns  portion  of  the  Pension 
Reserve  Fund  and  the  portion  of  the  Massachusetts  Municipal  Depository 
Trust  belonging  to  participants  other  than  the  Commonwealth. 

Account  Groups: 

Account  Groups  -  are  used  to  establish  control  and  accountability  over 
the  Commonwealth's  general  fixed  assets  and  long-term  obligations.   The 
fixed  assets  and  long-term  obligations  of  the  fifteen  authorities  and 
other  organizations  comprising  the  Commonwealth's  Enterprise  Funds  are 
reported  under  Enterprise  Funds.   The  Commonwealth's  account  groups  are 
as  follows: 
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COMMOKWEALTH  OF  MASSACHUSETTS 

NOTES  TO  GENERAL  PURPOSE  FINANCIAL  STATEMENTS 

FISCAL  YEAR  ENDED  JUNE  30,  1988 

(Continued) 

1.   Financial  Statement  Presentation  (Continued): 

Account  Groups  (Continued): 

General  Fixed  Assets  Account  Group  -  is  used  to  account  for  general 
fixed  assets.   General  fixed  assets  are  recorded  as  expenditures  in  the 
appropriate  fund  and  capitalized  annually  in  the  General  Fixed  Assets 
Account  Group  in  the  year  purchased.   Land  and  buildings  are  recorded  at 
their  most  recent  locally  assessed  valuations  (June  30,  1984)  while 
machinery  and  equipment  are  recorded  at  cost  or  estimated  cost. 
Infrastructure  (roads,  bridges,  tunnels,  dams,  water  and  sewer  systems, 
etc.)  has  not  been  capitalized.   No  depreciation  is  provided  on  general 
fixed  assets. 

Enterprise  Fund  fixed  assets  are  capitalized  upon  purchase  and 
depreciated  over  the  estimated  useful  life  of  the  asset.   The  estimated 
useful  lives  are  as  follows: 

Structures  and  improvements        10  -  100  years 
Equipment  3-20  years 

General  Long-term  Obligations  Account  Group  -  is  used  to  account  for 

general  obligation  bonds  payable,  school  construction  grants, 

compensated  absences  and  claims  and  judgments  related  to  governmental 
activities . 


2.   Summary  of  Significant  Accounting  Policies; 

The  accounting  policies  followed  in  preparing  the  accompanying  general 
purpose  financial  statements  are  described  below: 

Basis  of  Accounting: 

Governmental  Fund  Types,  Expendable  Trust  Funds  and  Agency  Funds  are 
accounted  for  on  the  modified  accrual  basis  of  accounting. 
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COMMONWEALTH  OF  MASSACHUSETTS 


NOTES  TO  GENERAL  PURPOSE  FINANCIAL  STATEMENTS 


FISCAL  YEAR  ENDED  JUNE  30,  1988 


(Continued] 


2.   Summary  of  Significant  Accounting  Policies  (Continued); 

Under  the  modified  accrual  basis  of  accounting,  revenues  are  recorded  in 
the  period  that  they  become  both  measurable  and  available.   Available 
means  expected  to  be  collectible  within  the  current  period  or  soon 
enough  thereafter  to  be  used  to  pay  liabilities  of  the  current  period. 
Revenues  not  considered  available  within  twelve  months  are  recorded  as 
deferred  revenue.   Significant  revenues  susceptible  to  accrual  include 
income,  sales  and  use,  corporation  and  other  taxes,  federal  grants, 
federal  reimbursements  and  other  reimbursements  for  use  of  materials  and 
services.   Taxes  receivable  which  represent  the  estimated  amounts  due  to 
the  Commonwealth  on  previous  filings,  over  or  under  withholdings  and 
estimated  payments,  and  tax  refunds  and  abatements  payable  are  all 
recorded  as  adjustments  to  tax  revenues.   Expenditures  are  recorded  in 
the  period  in  which  the  liability  is  incurred,  except  for  interest  on 
general  long-term  obligations,  which  is  recorded  when  paid. 

Enterprise  Funds,  the  Nonexpendable  Trust  Fund  and  Pension  Trust  Funds 
are  accounted  for  on  the  accrual  basis  of  accounting. 

Earnings  on  Pooled  Cash: 

The  Commonwealth  follows  the  practice  of  pooling  cash  and  cash 
equivalents  of  all  fund  types.   Cash  equivalents  consist  of  short-term 
investments  and  are  stated  at  cost.   Interest  earned  on  pooled  cash  is 
allocated  to  the  General  Fund  and  Expendable  Trust  Funds. 

Investments; 

Pension  Trust  Fund  and  Deferred  Compensation  Plan  investments  are  stated 
at  market.   All  other  investments  are  stated  at  cost. 

Receivables; 

Receivables  are  stated  net  of  estimated  allowances  for  uncollectible 
amounts.   Amounts  due  to  the  Commonwealth  as  reimbursement  for  spending 
on  federally  funded  programs  are  included  as  due  from  the  federal 
government. 
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COMMONWEALTH  OF  MASSACHUSETTS 

NOTES  TO  GENERAL  PURPOSE  FINANCIAL  STATEMENTS 

FISCAL  YEAR  ENDED  JUNE  30,  1988 

(Continued) 

2 .   Summary  of  Significant  Accounting  Policies  (Continued); 

Inventories : 

Inventories  of  materials  and  supplies  are  recorded  as  expenditures  in 
Governmental  Fund  Types  when  purchased.   Such  inventories  are  not 
material  in  total  to  the  general  purpose  financial  statements. 
Inventories  included  within  Enterprise  Funds  are  stated  at  the  lower  of 
cost,  on  a  first  in,  first  out  method,  and  market. 

Interfund  Transactions: 

During  the  course  of  normal  operations,  the  Commonwealth  has  numerous 
transactions  between  departments  or  between  funds.   Transactions  of  a 
buyer/seller  nature  between  departments  within  a  fund  are  materially 
eliminated  from  the  individual  fund  statements.   Transactions  between 
funds  which  include  pooled  cash  are  recorded  as  adjustments  to  the 
funds'  cash  accounts  and,  thus,  may  result  in  a  fund  having  a  deficiency 
in  cash  and  short-term  investments  at  year  end. 

Additionally,  in  FY  88,  the  budget  directed  the  General  Fund  to  transfer 
sufficient  funds  to  offset  any  fund  balance  deficits  in  the  Local  Aid 
and  Highway  Funds.   These  transfers  are  recorded  as  Fund  Deficit  Support. 

Interfund  receivables  and  payables  include  the  following  at  June  30, 
1988  (amounts  expressed  in  thousands): 

GENERAL  FUND: 
Due  to: 

Enterprise  Funds: 

Massachusetts  Bay  Transportation  Authority       $178,425 
Massachusetts  Convention  Center  Authority  12,947 

Government  Land  Bank  6, 109 

Total  $197,481 


SPECIAL  REVENUE  FUNDS: 
Due  from: 

Enterprise  Funds: 

Massachusetts  Water  Resources  Authority  $  17,693 

Due  to: 

Enterprise  Funds: 

Massachusetts  Bay  Transportation  Authority       $  44,500 
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COMMONWEALTH  OF  MASSACHUSETTS 

NOTES  TO  GENERAL  PURPOSE  FINANCIAL  STATEMENTS 

FISCAL  YEAR  ENDED  JUNE  30,  1988 

(Continued) 

2.   Summary  of  Significant  Accounting  Policies  (Continued): 

Interfund  Transactions  (Continued): 

ENTERPRISE  FUNDS: 
Due  to: 

Special  Revenue  Funds  £  17 . 693 

Due  from: 

General  Fund  $197,481 

Special  Revenue  Funds  44 , 500 

£241.981 

Chapter  555  Tax  Refund: 

Chapter  62F  as  amended  by  Chapter  555,  Acts  of  1986  requires  separate 
and  distinct  presentation  of  certain  state  tax  revenue  calculations. 
This  law  puts  a  tax  cap  on  revenue  growth  and  provides  the  opportunity 
for  a  tax  refund  to  Commonwealth  citizens  once  the  cap  is  reached.   The 
calculation  of  tax  revenue  and  the  tax  refund,  if  any,  is  audited  and 
certified  by  the  State  Auditor's  Office.   The  certification  for  fiscal 
1988  establishes  that  no  refund  was  due.   A  refund  of  $29,221,000  was 
recorded  as  a  liability  in  the  year  ended  June  30,  1987,  of  which 
approximately  half  was  not  claimed. 

Vacation  and  Sick  Leave: 

Employees  are  granted  vacation  and  sick  leave  in  varying  amounts.   Upon 
retirement,  termination  or  death,  certain  employees  are  compensated  for 
unused  vacation  and  sick  leave  (subject  to  certain  limitations)  at  their 
then  current  rate  of  pay. 

The  Commonwealth's  short-term  liability  for  accumulated  unpaid  vacation 
and  sick  leave  is  reported  in  the  appropriate  fund,  while  the  long-term 
liability  is  reported  in  the  General  Long-term  Obligations  Account 
Group. 

Lottery  Revenue  and  Prizes: 

Revenues  and  prizes  of  the  Massachusetts  State  Lottery  and  Massachusetts 
Arts  Lottery  are  generally  recognized  as  drawings  are  held.   Certain 
prizes  are  payable  in  deferred  installments  for  which  the  Commonwealth 
purchases  annuities.   These  annuities  are  recorded  as  investments  and 
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COMMONWEALTH  OF  MASSACHUSETTS 

NOTES  TO  GENERAL  PURPOSE  FINANCIAL  STATEMENTS 

FISCAL  YEAR  ENDED  JUNE  30,  1988 

(Continued) 

2 .  Summary  of  Significant  Accounting  Policies  (Continued): 

Lottery  Revenue  and  Prizes  (Continued); 

prizes  payable  on  the  balance  sheet.   Most  of  the  remaining  revenue  by 
statute  is  transferred  to  other  funds  for  expenditure  in  accordance  with 

legislative  approval. 

Insurance : 

The  Commonwealth  self-insures  for  casualty,  theft,  tort  claims  and  other 
losses.   Such  losses  are  recorded  as  expenditures  when  measurable.   The 
Commonwealth  has  made  no  provision  for  losses  which  have  been  incurred 
but  not  reported. 

Total  Columns  on  Combined  Statements: 

Total  columns  on  the  combined  statements  are  presented  to  aggregate 
financial  data  of  the  fund  types  and  account  groups.   No  consolidating 
or  other  eliminations  were  made  in  arriving  at  the  totals,  thus,  they  do 
not  present  consolidated  information. 

3 .  Budgetary  Control; 

The  Governor  presents  an  annual  budget  to  the  State  Legislature 
representing  estimates  of  revenues,  expenditures  and  other  financing 
sources  and  uses  anticipated  during  the  coming  fiscal  year.   The 
Massachusetts  Constitution  requires  that  a  balanced  budget  be  submitted 
by  the  Governor  to  the  State  Legislature.   The  Legislature,  which  has 
full  authority  to  amend  the  budget,  adopts  an  expenditure  budget  by 
appropriating  monies  in  an  annual  appropriation  bill.   The  Governor, 
before  signing  the  bill,  may  veto  any  specific  item,  subject  to 
legislative  override.   Changes  to  this  budget  may  be  made  via 
supplemental  appropriation  bills  or  other  legislative  acts  which  must  be 
approved  by  the  Legislature  and  signed  by  the  Governor. 

Subsequent  to  June  30,  1988,  the  Legislature  passed  and  the  Governor 
signed  Chapters  208  and  236,  Acts  of  1988.   These  Acts  included  several 
supplemental  budgetary  and  capital  appropriations,  and  also  incorporated 
provisions  which  changed  the  methods  of  accounting  for  certain 
transactions,  effective  July  1,  1987,  including:   charging  certain 
expenditures  to  Capital  Projects  Funds  which  had  been  previously 
included  in  various  budgeted  funds;  and  directing  certain  transfers  to 
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COMMONWEALTH  OF  MASSACHUSETTS 

NOTES  TO  GENERAL  PURPOSE  FINANCIAL  STATEMENTS 

FISCAL  YEAR  ENDED  JUNE  30 ,  1988 

(Continued) 


3.   Budgetary  Control  (Continued); 

be  made  from  various  unbudgeted  funds  to  the  General  Fund.  For  the  year 
ending  June  30,  1988,  the  Legislature  approved  increases  in  the  original 
appropriations  aggregating  approximately  $398,100,000. 

The  original  budgeted  revenues  as  submitted  by  the  Governor  are  not 
amended  to  coincide  with  any  legislative  changes  to  the  original 
expenditure  budget,  and,  therefore,  the  Commonwealth  does  not  have 
updated  budgeted  revenue  totals  for  use  in  the  accompanying  financial 
statements.   Accordingly,  the  Budget  and  Actual  statements  for  the 
General  Fund  and  Special  Revenue  Funds  use  actual  revenues  as  the 
budgeted  revenues. 

The  Commonwealth  adopts  two  types  of  appropriations  in  the  annual 
budget.   The  majority  are  lapsing  appropriations  which  end  each  year  and 
require  annual  reappropriation.   The  remaining  appropriations  are 
continuing  appropriations  where  the  Legislature  has  approved  unspent 
funds  in  one  year  to  be  available  for  spending  the  next  year. 

The  Office  of  the  Comptroller  has  responsibility  to  ensure  that 
budgetary  control  is  maintained  on  an  individual  appropriation  account 
basis.   Expenditures  or  advance  expenditure  commitments  (purchase 
orders)  will  not  be  approved  by  the  Comptroller  if  they  exceed  the 
appropriation's  total  spending  limit,  which  is  a  combination  of 
authorized  appropriations  and  portions  of  restricted  receipts.   In  the 
Budget  and  Actual  Statements  for  the  General  Fund  and  Special  Revenue 
Funds,  the  budgeted  expenditures  represent  the  total  spending  authority, 
net  of  carry  forward  amounts  in  continuing  appropriations  for  fiscal 
1989. 

Budget  and  Actual  statements  for  the  Special  Revenue  Funds  are  presented 
for  only  those  funds  for  which  a  budget  has  been  adopted.   The  basis  of 
accounting  for  each  budget  is  the  modified  cash  basis.   The  Special 
Revenue  Funds,  disclosed  individually  with  annual  budgets  are  Highway, 
Local  Aid,  Government  Land  Bank,  Victim  and  Witness  Assistance,  Mosquito 
and  Greenhead  Fly  Control,  Inland  Fisheries  and  Game,  Massachusetts 
Housing  Partnership,  Oil  Overcharge  and  Hazardous  Waste.   The  "other" 
funds  include  Freight  Rail,  Passenger  Rail,  JFK  Library  and  Park, 
Anti-Trust  Law  Enforcement,  Non-Game  Wildlife,  Economic  Development, 
Inter-City  Bus  Capital  Assistance,  Federally  Assisted  Housing  Bond 
Sinking  and  Motorcycle  Safety. 
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COMMONWEALTH  OF  MASSACHUSETTS 

NOTES  TO  GENERAL  PURPOSE  FINANCIAL  STATEMENTS 

FISCAL  YEAR  ENDED  JUNE  30,  1988 

(Continued) 


4.   Program  Stabilisation  Fund: 

The  Program  Stabilization  Fund  was  created  to  maintain  a  reserve  from 
which  appropriations  may  be  made  for  the  following  specific  purposes: 

To  fund  the  difference  between  actual  and  allowable  state  revenues 
(as  defined  by  the  statute) 

To  fund  the  state  and  local  governments  for  actual  reductions  in 
federal  financial  assistance 

To  provide  funds  for  any  event  which  threatens  the  health,  safety 
or  welfare  of  the  citizens  of  the  Commonwealth 

To  provide  funds  for  an  event  which  threatens  the  fiscal  stability 
of  the  Commonwealth  or  any  of  its  political  subdivisions 

In  the  accompanying  general  purpose  financial  statements,  the 
Commonwealth  has  accounted  for  this  fund  as  part  of  the  General  Fund. 
The  legislation  limits  the  General  Fund,  Highway  Fund  and  Local  Aid  Fund 
budgetary  basis  undesignated  fund  balances  to  0.5%  of  the  current  fiscal 
year's  budgetary  basis  state  tax  revenues.   Any  excess  over  this  amount 
is  transferred  to  the  account  "Designated  for  Program  Stabilization"  in 
the  general  purpose  financial  statements  -  budgetary  basis.   Amounts  so 
designated  as  of '  June  30,  1988  total  $112,312,000,  including  $37,321,000 
designated  in  the  year  ended  June  30,  1988.   There  have  been  no 
appropriations  made  from  this  account. 


5.   Cash  and  Short-tern  Investments  and  Investments: 

The  Commonwealth  maintains  a  cash  and  short-term  investment  pool  that  is 
available  for  use  by  all  funds,  except  the  Enterprise  Funds.   Each  fund 
type's  equity  in  this  pool  is  displayed  on  the  combined  balance  sheet  as 
cash  and  short-term  investments  and  deficiency  in  cash  and  short-term 
investments.   In  addition,  other  deposits  and  investments  are  separately 
handled  by  several  of  the  funds.   The  deposits  and  investments  of  the 
Enterprise  Funds  and  the  investments  in  pooled  trusts  for  the  Pension 
Trust  Funds  are  held  separately  from  those  of  other  state  funds. 
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NOTES  TO  GENERAL  PURPOSE  FINANCIAL  STATEMENTS 


FISCAL  YEAR  ENDED  JUNE  30,  1988 


(Continued) 


5.   Cash  and  Short-term  Investments  and  Investments  (Continued); 

The  Commonwealth  has  available  an  informal,  unsecured  line  of  credit 
arrangement  with  a  bank,  with  interest  charged  at  the  prime  rate  plus 
2%.   At  June  30,  1988,  a  total  of  $41,000,000  was  outstanding  under  this 
facility,  which  was  subsequently  repaid.   The  facility  has  no  maximum 
limit;  subsequent  to  June  30,  borrowings  have  fluctuated,  with  the 
maximum  amount  outstanding  of  approximately  $190,000,000. 

At  year  end,  the  carrying  amount  of  the  Commonwealth's  deposits  was 
approximately  $281,077,000,  and  the  bank  balance  was  $291,785,000.   Of 
the  bank  balance  approximately  $9,000,000  was  covered  by  federal 
depository  insurance  and  approximately  $282,785,000  was  uninsured  and 
uncollateralized. 

Investments  in  the  Commonwealth's  short-term  investment  pool  are  carried 
at  cost  which  approximates  market.   Statutes  authorize  the  Commonwealth 
to  invest  in  obligations  of  the  U.S.  Treasury,  authorized  bonds  of  all 
states,  banker's  acceptances,  certificates  of  deposit,  commercial  paper 
rated  within  the  three  highest  classifications  established  by  Standard  & 
Poor's  Corporation  and  Moody's  Commercial  Paper  Record  and  repurchase 
agreements  that  any  of  these  obligations  secure.   In  accordance  with  the 
provisions  of  Statement  No.  3  of  the  GASB,  investments  are  classified  as 
to  credit  risk  by  the  three  categories  described  below: 

Category  1:     Insured  or  collateralized  with  securities  held  by  the 
Commonwealth  or  its  agent  in  the  Commonwealth's  name 

Category  2:     Collateralized  with  securities  held  by  the  counterparty's 
trust  department  or  agent  in  the  Commonwealth's  name 

Category  3:     Uncollateralized  or  collateralized  with  securities  held 
by  the  counterparty,  or  by  its  trust  department  or  agent 
but  not  in  the  Commonwealth's  name 


1989]  HOUSE  -  No.  500  43 

COMMONWEALTH  OF  MASSACHUSETTS 

NOTES  TO  GENERAL  PURPOSE  FINANCIAL  STATEMENTS 

FISCAL  YEAR  ENDED  JUNE  30.  1988 

(Continued) 

5.     Cash  and  Short-term  Invntm* nts  and   Investments   ( Continued): 

The  pooled  short-term  investments  at  June  30,    1988,   are  as   follows   (amounts  expressed   in   thousands): 


Commercial    paper 

Certificates  of  deposit 

State  Treasurer's   investment  pool 

U.S.    Treasury   obligations 


Carrying 

Market 

1 

2 

3 

Value    . 
$  79,062 

Value 

$  79,062 

$        - 

$        - 

$  79,062 

153,011 

- 

- 

153,011 

153,011 

74,868 

- 

- 

74,868 

74,868 

916 

- 

_ 

916 

916 

Total  $307.857  S       -  S       -  S3Q7.B57  1307.857 

The  bank  deposits  of  the  Enterprise  Funds  are  held  separately.     At  year  end,   deposits  were  approximately 
$153,850,000  of  which  approximately  $10,780,000  was   covered  by  federal   depository   insurance. 

The  investment  policies  of  the  Enterprise  Funds  are  the  same  as   the  Commonwealth's  except  that   they 
permit   investment   in  equity  securities.      The   investments  at  June  30,    1988,   are  as  follows   (amounts 
expressed   in   thousands): 

Category 


Repurchase  agreements  $         -  $       -  $48,860 

U.S.    Treasury  obligations 

Certificates  of  deposit 

Equity  securities 

Notes 

State  Treasurer's  investment  pool 


$ 

$       - 

122,460 

15,062 

38,254 

- 

6,054 

- 

9,126 

- 

6.671 

_ 

$182,565 

$15,062 

Carrying 

Market 

Value 

Value 

$  48,860 

$  48,860 

137,522 

137,522 

38,254 

38,254 

6,054 

6,054 

9,126 

9,126 

6.671 

6.671 

$48.860  246,487  246,487 

Money  market  investments  142,366  142,366 

Mutual  fund  investments  1 .927  l .927 

Total  $390.780  $390.780 
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COMMONWEALTH  OF  MASSACHUSETTS 

NOTES  TO  GENERAL  PURPOSE  FINANCIAL  STATEMENTS 

FISCAL  YEAR  ENDED  JUNE  30.  1988 

(Continued) 


5.   Cash  and  Short-term  Investments  and  Investments  (Continued): 

The  Pension  Trust  Funds  have  invested  a  significant  portion  of  the  net  assets  available  for  benefits  in 
four  pooled  trusts  (see  Note  12).  The  trusts  are  permitted  to  make  investments  in  equity  securities, 
fixed  income  securities,  real  estate  and  other  alternative  investments.   The  investments  at  June  30, 
1988,  are  as  follows  (amounts  expressed  in  thousands): 


EauHy  securities  (cost  of 

$2,045,??Q> 
U.S.  Treasury  obligations 
Fixed  income  securities 
Other 


Money  market  investments 
Real  estate  investments 


$2,156,113 

1,663.997 

1,178,840 

39.941 


Category 


$5.038.891   i_ 


Carrying 
value 


Market 
value 


$2,156,113  $2,156,113 

1,663.997  1,663,997 

1,178.840  1,178.840 

39 . 94  j  39.941 


5.038,891 

919,513 
357.916 


5,038,891 

919,513 
357.916 


Total 


Sp.316.32Q   Sp. 316. 320 


6.  Capital  Assets: 

Enterprise  Funds: 

Fixed  assets  of  the  fifteen  authorities  and  other  organizations  comprising  the  Commonwealth's  Enterprise 
Funds  consisted  of  the  following  as  of  June  30,  1988  (amounts  expressed  in  thousands): 

Depreciable   Nondepreciable 


assets 


Land  and  improvements 

Structures  and  improvements 

Equipment,  furniture,  fixtures  and  vehicles 


Less:  accumulated  depreciation 


Construction  in  progress 
Total 


6.049.284 
108.594 

6.157.878 
743.387 

5,414.491 


S5.414.491 


assets 


$  25.513 
196.952 


222.465 


222.465 
640.322 

Sfio2.787 
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COMMONWEALTH  OF  MASSACHUSETTS 

NOTES  TO  GENERAL  PURPOSE  FINANCIAL  STATEMENTS 

FISCAL  YEAR  ENDED  JUNE  30,  1988 

(Continued) 


6.   Capital  Assets  (Continued); 

General  Fixed  Assets; 

The  following  is  a  statement  of  changes  in  General  Fixed  Assets  for  the 
year  ended  June  30,  1988  (amounts  expressed  in  thousands): 

Balance  Balance 

June  30,  June  30, 

1987     Additions   Retirements      1988 


Land  $   579,619    $    -         $   -       $   579,619 

Buildings  1,512,399        -  -        1,512,399 

Machinery  and  eguipment       493,373     47,725        8,185        532,913 

Total  S2.585.391    £47.725       £8.185     82. 624. 931 

The  Commonwealth  is  in  the  process  of  upgradi-ng  its  general  fixed  assets 
accounting  systems  and  records  to  meet  the  standards  reguired  by  GAAP. 
Until  the  project  is  satisfactorily  completed,  it  is  not  practical  to 
conduct  an  audit  of  the  General  Fixed  Assets  Account  Group. 

Bonds  and  Notes  Payable: 

Capital  Projects  Funds: 

The  Commonwealth  of  Massachusetts  has  issued  Bond  Anticipation  Notes  for 
the  purpose  of  financing  capital  projects  in  anticipation  of  future  bond 
offerings.   Notes  outstanding  at  June  30,  1988,  were  $103,800,000,  with 
interest  rates  ranging  from  4 . 6%   to  5%. 

Expendable  Trust  Funds; 

The  Commonwealth  issues  temporary  notes  and  advances  the  proceeds  to  the 
Massachusetts  Bay  Transportation  Authority  and  regional  transit 
authorities.  The  transit  authorities  use  the  proceeds  to  meet  operating 
deficits.  The  Commonwealth  redeems  the  temporary  notes  through  payments 
from  cities  and  towns  and  future  appropriations.  Temporary  notes 
outstanding  at  June  30,  1988,  were  $106,000,000  with  an  interest  rate  of 
5. 25%. 
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7.   Bonds  and  Notes  Payable  (Continued); 

Enterprise  Funds; 

Massachusetts  Bay  Transportation  Authority  - 

General  Transportation  System  Bonds: 

The  Authority  has  issued  bonds  to  provide  funds  to  finance  the  plant  and 
equipment  improvement  program.   Interest  rates  range  from  2.9%  to 
13.63%,  payable  semiannually.   Annual  maturities  of  principal  are  as 
follows  (amounts  expressed  in  thousands): 

Year  ending  June  30,  Amount 

1989  $    33,124 

1990  34,194 

1991  35,180 

1992  36,180 

1993  37,080 

1994  and  thereafter  863,864 

Total  $1.039.622 

The  amounts  above  represent  the  face  amount  of  bonds  outstanding  and 
differ  from  the  amounts  included  in  the  combined  balance  sheet  due  to 
treatment  of  original  issue  discount  in  the  accompanying  financial 
statements  as  a  reduction  of  the  principal  amount  due. 

The  legislative  act  under  which  the  Authority  was  established  provides 
that,  if  at  any  time,  the  Authority  is  unable  to  meet  any  interest  or 
principal  due  on  any  bond  issued  by  the  Authority,  sufficient  funds  will 
be  remitted  by  the  Commonwealth  of  Massachusetts  to  meet  such 
obligations . 
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7.   Bonds  and  Notes  Payable  (Continued); 

Enterprise  Funds  (Continued): 

Boston  Metropolitan  District  Bonds: 

These  bonds  were  issued  for  transit  purposes  prior  to  formation  of  the 
Authority.   The  bonds  mature  in  annual  installments  through  2020  with 
interest  rates  ranging  from  2.90S>  to  9.31%.   Maturities  of  principal  are 
as  follows  (amounts  expressed  in  thousands): 

Year  ending  June  30,  Amount 

1989  $  2,559 

1990  2,489 

1991  2,470 

1992  2,470 

1993  2,420 

1994  and  thereafter  58,764 

Total  $71.172 

Amounts  shown  above  represent  the  face  amount  of  bonds  outstanding  and 
differ  from  the  amounts  shown  on  the  accompanying  combined  balance  sheet 
due  to  treatment  of  original  issue  discount  in  the  accompanying 
financial  statements  as  a  reduction  of  the  principal  amount  due. 

Notes  Payable: 

The  aggregate  amount  of  the  Authority's  notes  payable  at  June  30,  1988, 
consisted  of  (amounts  expressed  in  thousands): 

Notes  payable  October  1,  1988  with 

interest  rates  of  5.7%  and  6.0%  $100,000 

Notes  payable  March  3,  1989  with 

interest  rates  of  S.2\   to  5.7%  135,000 

Total  $235.000 

On  September  30,  1988,  $100,000,000  of  maturing  notes  were  refinanced  by 
the  issuance  of  new  notes  with  the  same  face  value,  carrying  interest 
rates  of  6.5%  and  7.0%  which  mature  on  October  2,  1989. 
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Bonds  and  Notes  Payable  (Continued); 

Enterprise  Funds  (Continued): 

On  August  31,  1988,  the  Authority's  Board  approved  the  issuance  of  up  to 
$175,000,000  of  short-term  notes.   The  notes  will  have  various  maturity 
dates  and  will  be  issued  at  current  market  rates.   The  notes  are  being 
issued  in  anticipation  of  the  issuance  of  General  Transportation  System 
Bonds.   The  proceeds  of  the  notes  will  be  used  to  finance  the  capital 
improvement  program. 

Massachusetts  Convention  Center  Authority  - 

The  Authority  issued  bonds  totalling  $200  million  to  partially  finance 
the  renovation  and  expansion  of  the  Hynes  Auditorium.   Bonds  outstanding 
as  of  June  30,  1988,  consisted  of  (amounts  expressed  in  thousands): 


Serial  bonds  maturing  between  1988  and  2001, 
with  interest  rates  ranging  from  5.25% 
to  9. 90S 


$124,580 


Term  bonds  maturing  between  2001  and  2005, 
with  interest  rates  ranging  from  9.125% 
to  10% 


52,245 


Total  £176.825 

Maturities  of  principal  are  as  follows  (amounts  expressed  in  thousands) 
Year  ending  June  30,  Amount 


1989 
1990 
1991 
1992 
1993 
1994  and  thereafter 

Total 


$   9,280 

9,935 

10,675 

11,500 

12,405 

123,030 

*176-825 


The  legislative  act  authorizing  the  issuance  of  debt  securities  by 
the  Authority  provides  for  participation  by  the  Commonwealth  of 
Massachusetts  in  the  full  payment  of  the  annual  debt  service  costs. 
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7 .   Bonds  and  Notes  Payable  (Continued): 

Enterprise  Funds  (Continued): 

Massachusetts  Water  Resources  Authority  - 

The  Authority  issued  bonds  totaling  $295  million,  the  proceeds  of  which 
were  used  in  the  transition  of  assets  to  the  Authority.   The  amounts 
outstanding  at  June  30,  1988,  are  as  follows  (amounts  expressed  in 

thousands ) : 

Series  A,  5.25%,  due  July  1,  1989  $  75,000 

Series  E,  with  interest  rates  ranging 
frorr  5S>  to  5.375%,  due  between 
July  1988  and  June  1990  220, 00C 

Less:   unamortized  issuance  and  discount  costs    (    1,726) 

Total  $293.2^2 

The  Authority  has  entered  into  a  Guaranty  Agreement  with  the 
Commonwealth  of  Massachusetts  to  secure  payment  of  certain  notes  issued 
by  the  Authority.   As  such,  the  Commonwealth  may  guarantee  up  to  $600 
million  aggregate  principal  amount  of  notes  issued  by  the  Authority. 
Such  securities  must  mature  by  June  30,  1990,  except  that  notes  issued 
in  anticipation  of  revenue  shall  be  payable  no  later  than  one  year  from 
their  date  of  issuance.   The  Authority  has  issued  $295  million  of 
guaranteed  notes  as  of  June  30,  1988. 

As  of  July  1,  1985,  the  Authority  assumed  responsibility  to  repay  the 
Commonwealth  for  all  principal  and  interest  payments  related  to 
$141,703,000  of  debt  issued  by  the  Commonwealth  in  connection  with  the 
Metropolitan  District  Commission  sewer  and  waterworks  prior  to  July  1, 
1985.   The  Commonwealth's  debt  consists  of  approximately  140  different 
debt  instruments  with  varying  interest  rates  and  maturity  dates,  and  the 
Authority's  share  of  principal  payable  amounted  to  $104,970,000  at 
June  30,  1988.   These  amounts  have  been  included  in  the  General 
Long-term  Obligations  Account  Group  of  the  Commonwealth  and  as 
contributed  capital  in  the  Enterprise  Fund. 
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7 .   Bonds  and  Notes  Payable  (Continued): 

Enterprise  Funds  (Continued): 

Higher  Education  Building  Authorities  - 

The  Authorities  have  issued  revenue  and  other  bonds  for  the  acquisition 
and  construction  of  student  housing  and  other  facilities.   Interest 
rates  vary  between  3\   and  9.875%. 

Approximate  maturities  of  principal  (amounts  expressed  in  thousands)  are 
as  follows: 

Year  ending  June  30,  Amount 

1989  $   2,467 

1990  3,432 

1991  3,583 

1992  3,825 

1993  4,002 

1994  and  thereafter  211,833 

Total  £229.142 

The  enabling  legislation  relating  to  the  Authorities  provides  for 
financial  support  from  the  Commonwealth  of  Massachusetts  in  the  form  of 
full  faith  and  credit  guarantees. 

On  October  5,  1988,  the  University  of  Massachusetts  Building  Authority 
issued  bonds  with  a  face  value  of  approximately  $23,855,000.   The  bonds 
were  issued  to  finance  a  portion  of  the  costs  of  construction  of  a 
multi-purpose  facility,  renovations  to  the  stadium  and  certain  other 
costs. 

General  Long-term  Debt: 

General  obligation  bonds  of  the  Commonwealth  are  authorized  and  issued 
primarily  to  provide  funds  for  state-owned  capital  projects  and  local 
government  improvement.   Under  the  constitution  of  the  Commonwealth  of 
Massachusetts,  both  houses  of  the  Legislature  approve,  by  a  separate 
enabling  act,  a  loan  for  a  specific  purpose  or  objective.   Thereafter, 
the  issuance  of  bonds  is  made  for  a  specified  amount  for  part  or  all  of 
the  loan  authorized  by  a  particular  enabling  act. 
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7.   Bonds  and  Motes  Payable  (Continued); 

General  Long-term  Debt  (continued): 

General  obligation  bonds  are  paid  from  the  Debt  Service  Fund,  backed  by  the  full 
faith  and  credit  of  the  Commonwealth,  for  the  payment  of  the  principal  of  and 
interest  on  the  bonds. 

General  obligation  bonds  outstanding  and  bonds  authorized  but  unissued  as  of 
June  30,  1988,  are  as  follows  (amounts  expressed  in  thousands): 


Purpose 


General  fund 
Government  land  bank 
Federally  assisted  housing 
Highway  fund 

Inland  fisheries  and  game 
State  recreation  areas 
Metropolitan  parks  district 
Metropolitan  sewerage  district 
Metropolitan  water  district 
Local  aid 
Inter-city  bus 
Environmental  challenge 


Authorized 

Outstanding 

unissued 

Interest 

rates 

kmount 

Amount 

1.75%  to  12.0% 

$3 

,038,932 

$4,768,098 

5.0  %  to  14.1% 

20,481 

6,332 

5.6  %  to   9.0% 

8,847 

2,245 

2.9  %  to  12.0% 

999,835 

1,125,783 

4.6% 

150 

- 

3.2  %  to  12.0% 

64,107 

42,559 

3.25%  to  12.0% 

74,300 

50,806 

1.75%  to   9.9% 

65,784 

- 

.10%  to  12.0% 

86,658 

- 

5.0%  to   6.9% 

31,190 

1,343,569 

- 

5,000 

- 

17,000 

fii 

-3QO-2IU 

$7^61.392 

Total 


Changes  in  bonds  authorized  -  unissued  for  the  year  ended  June  30,  1988,  are  as 
follows  (amounts  expressed  in  thousands): 


Balance,  July  1,  1987 

Bond  issuances  (net  of  discount) 
Increase  in  bonds  authorized 
Expiration  of  authorizations 


$4,251,696 
(    576,348) 

3,692,334 
(     6.290) 


Balance,  June  30,  1988 


J7. 361. 392 
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7.   Bonds  and  Notes  Payable  (Continued): 

General  Lono-tenr  Debt  (Continued): 

As  of  June  30,  1988,  general  obligation  bonded  debt  service  requirements  for  principal  and 
interest  are  as  follows  (amounts  expressed  in  thousands): 


Year  ending  June  30. 

Princioal 

Interest 

Total 

1989 

$  297,016 

S  277,066 

$  574.082 

1990 

314,371 

265,593 

579.964 

1991 

333.786 

249,960 

583,746 

1992 

331,325 

227.562 

558,887 

1993 

323,145 

207,017 

530.162 

1994  and  thereafter 

2.790.641 

983.585 

3. 774.226 

Tota- 

$4,390,284 

S2.210.763 

$6,601,067 

Changes  in  general  obligation  bonds  for  the  year  ended  June  30,  1988,  are  as  follows 
(amounts  expressed  in  rounded  thousands): 


as  of 

as  of 

Maturity 

Fund 

Julv  1.  19e7 

Issuances 

Retirements 

June  30.  1968 

dates 

General 

$2,800,400 

$282,900 

$182,400 

$2,900,900 

1989-2008 

Government  land  bank 

22.000 

- 

1.500 

20.500 

1989-2007 

Federally  assisted  housin 

g     7.700 

1.200 

100 

8.800 

1989-2003 

Highway 

887.600 

178.800 

66,600 

999,800 

1989-2008 

Local  aid 

14,800 

17.100 

700 

31,200 

1989-2008 

Inland  fisheries  and  game 

200 

- 

- 

200 

1989-1991 

State  recreation  areas 

32..SQQ 

33.700 

2.100 

64.100 

1989-2008 

Total  direct  debt 

3.765.200 

513.700 

253.400 

4,025.500 

Hetropol itan  parks 

district 

41.600 

37.500 

4.800 

74,300 

1989-2008 

Metropolitan  sewerage 

district 

72.000 

- 

6,200 

65,800 

1989-2008 

Metropol itan  water 

district 

92.800 
206.400 

_ 

6.200 
17.200 

86.600 
226,700 

1989-2015 

Total  district  debt 

37.500 

General  mini  bonds 

117.900 

33.100 

12.900 

138.100 

1989-1993 

Total  long-term  debt 

S4.089.5QQ 

$584,300 

iZ&l^M 

$4,390,300 
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Bonds  and  Notes  Payable  (Continued): 

General  Long-term  Debt  (Continued): 

The  amounts  for  issuances  above  represent  the  face  amount  of  the  bonds  issued,  and 
differ  from  the  amounts  included  in  the  combined  statement  of  revenues, 
expenditures  and  changes  in  fund  equity  due  to  treatment  of  original  issue  discount, 

Subsequent  to  June  30,  1988,  the  Commonwealth  has  issued  $630,000,000  of  General 
Obligation  Bonds  maturing  between  1989  and  2008,  with  interest  rates  ranging  from 
6.7%  to  1.5%.      The  Commonwealth  has  also  issued  $1,245,000,000  of  Revenue 
Anticipation  Notes,  maturing  at  various  times  through  January  1989,  with  interest 
rates  ranging  from  6.17%  to  8.15\,  including  $625,000,000  borrowed  from  the 
Treasurer's  Cash  Management  Trust. 

Changes  in  Long-term  Obligations: 

Changes  in  long-term  obligations  for  the  year  ended  June  30,  1988,  are  summarized 
below  (amounts  expressed  in  thousands): 

General        School 
obligation    construction    Compensated    Claims  and 
bonds         grants       absences     judgments 

Balance,  July  1,  1987  $4,089,518  $991,808       $103,409        $96,744 

Bond  issuances  584,346  - 

Bond  principal  retirements  (    283,580)  - 
Net  decrease  in  school 

construction  grants  -  (   34,081) 
Net  decrease  in  compensated 

absences  -  -       (    2,310) 
Net  decrease  in  claims 

and  judgments  -__      -__       -^       (  32,538) 

Balance,  June  30,  1988  $4.390,284      £957.727       $101. pec        £64.206 
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9.   Fund  Deficits: 

The  general  purpose  financial  statements  include  the  following  funds  with  fund  deficits 
(amounts  expressed  in  thousands): 

Deficit 

Imi Amount 

General  $109,429 

Highway  68.617 

Anti-trust  law  enforcement  616 

Federally  assisted  housing  bond  debt  5,830 

Government  land  bank  2,921 

Inter-city  bus  1,392 

Additionally,  substantially  all  the  Capital  Projects  Funds  are  in  deficit,  including  the 
General  Capital  Projects  Fund  with  a  deficit  of  $393,864,000. 

It  is  anticipated  that  these  fund  deficits  will  be  reduced  and  eliminated  by  future  revenue, 
appropriations,  federal  grants  and  reimbursements,  and  by  future  bond  issuances. 


10.  Adjustments  to  Fund  Equity: 

For  the  fiscal  year  ended  June  30,  1988,  certain  changes  have  been  made  to  opening  fund 
equity.  Additionally,  certain  reclassifications  have  been  made  to  the  1987  balances  to 
conform  to  the  presentation  used  in  1988. 

The  following  schedule  details  the  restatements  made  to  fund  equity  as  of  June  30,  1987, 
(amounts  expressed  in  thousands): 

Fund  Type 


Special    Expendable   Enterprise    Pension 
General   Revenue   Trust Lund —  Trust 


Fund  equity  at  June  30,  1987, 

as  previously  reported         $453,162   $398,797   $1,407,217   $4,692,393   $5,760,579 

To  reclassify  funds  (  48,029)   110.104  (    79.325)      17.250 
To  revise  accounting  for 

various  other  items  (   9.681)       -     ^_      68.269   (    69.446) 

Fund  equity  at  June  30,  1987, 

as  restated  $J2L.4^2   S508. 901   $1.327.892   14.777.912   $5,691,133 
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11.  Segment  Information  -  Enterprise  Funds: 

Various  segment  activities  included  in  Enterprise  Funds  are  described  in  Note  1.  Selected 
financial  information  with  respect  to  these  segments  is  as  follows  (amounts  expressed  in 

thousands) : 


Water 

Conven- 

supply 

tions 

Economic 

Trans- 

Medical 

waste 

and 

develop- 

oortation 
$  118,202 

school 
$165,928 

disposal 

$  103,187 

parki  ng 
$  5,734 

Housing 
$ 

ment 

Operating  revenues 

$  6,692 

Depreciation 

82,402 

6,876 

43,683 

4,321 

23 

3,665 

Operating  income  (loss) 

( 

417,731) 

8,840 

(   10,416) 

(   5,491) 

(   8,924) 

(   10,280) 

Nonoperati  ng 

revenues  (expenses) 

( 

42,546) 

(   7,075) 

(   28,479) 

(   16,407) 

(   2,696) 

19.014 

Transfers  in 

392,189 

4,975 

- 

18,209 

17,093 

9.934 

Current  capital 

contributions 

204,662 

- 

35,898 

11,979 

- 

28,068 

Fixed  asset  additions 

379.244 

6,663 

132,133 

59,811 

42.180 

13.941 

Total  assets 

3 

,694,258 

132,232 

2.656,943 

306,721 

339,288 

158,365 

Bonds  and  notes 

payable 

1 

,264,064 

- 

293,272 

176,825 

229,142 

- 

Total  capital 

2 

.240,439 

92,260 

2,260,625 

105,401 

108.004 

151.999 
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12 .   State  Administered  Retirement  Systems: 

Plan  description  - 

There  are  two  major  Commonwealth  administered  retirement  systems,  one 
for  substantially  all  employees  of  the  Commonwealth  and  certain 
employees  of  the  authorities  included  in  the  Proprietary  Fund  Type,  the 
State  Employees'  Retirement  System  (SERS),  and  one  for  teachers  of 
cities  (except  the  City  of  Boston),  towns,  regional  school  districts 
and  Quincy  Junior  College,  the  Teachers'  Retirement  System  (TRS).   As 
discussed  below,  the  Commonwealth  has  also  assumed  responsibility  for 
cost-of-living  adjustments  (COLA)  granted  to  participants  in  retirement 
systems  of  cities,  towns  and  counties. 

The  participants  contribute  a  certain  percentage  of  their  compensation 
annually,  determined  by  their  date  of  employment  as  follows: 

Employee 
contribution 
Year  employed  rate 

Prior  to  January  1,  1975  5% 

1975  -  1983  7% 

1984  and  later  8\ 

Employees  hired  after  December  31,  1978  contribute  an  additional  2%   of 
their  compensation  in  excess  of  $30,000. 

The  employer  portion  is  determined  primarily  on  a  "pay-as-you-go"  basis 
($552,000,000  in  fiscal  year  1988).   In  addition  to  these  required 
contributions  in  fiscal  year  1988,  the  Commonwealth  has  dedicated  part 
of  the  alcoholic  beverage  tax  ($13,200,000),  a  portion  of  the  federal 
grant  reimbursements  applicable  to  pension  costs  ($10,000,000)  and  has 
appropriated  $25,000,000  towards  the  unfunded  liability. 

The  employees  of  the  fifteen  independent  authorities  included  within 
the  Proprietary  Fund  Type  participate  in  SERS  or  in  one  of  eight 
separate  retirement  plans.   These  plans  are  primarily  funded  on  an 
actuarial  basis.   Information  available  relating  to  these  plans  is  as 
follows  (amounts  expressed  in  thousands): 

Total  pension  benefit  obligation  $972,496 

Net  assets  available  for  benefits  900, 551 

Unfunded  pension  benefit  obligation  $  71, 945 

The  contributions  made  to  these  plans  totaled  approximately  $38,570,000 
in  fiscal  year  1988. 
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12 .   State  Administered  Retirement  Systems; 

Funding  status  and  progress  - 

The  amount  shown  below  as  the  "pension  benefit  obligation"  is  a 
standardized  disclosure  measure  of  the  present  value  of  pension 
benefits,  adjusted  for  the  effects  of  projected  salary  increases  and 
step-rate  benefits,  estimated  to  be  payable  in  the  future  as  a  result 
of  employee  service  to  date.   The  measure  is  intended  to  help  users 
assess  the  funding  status  of  the  System  on  a  going-concern  basis, 
assess  progress  made  in  accumulating  sufficient  assets  to  pay  benefits 
when  due,  and  make  comparisons  among  employers.   The  measure  is  the 
actuarial  present  value  of  credited  projected  benefits  and  is 
independent  of  the  funding  method  used  to  determine  contributions  to 
the  System. 

Statement  No.  5  of  the  GASB  requires  that  actuarial  valuations  be 
performed  at  least  biennially,  with  an  actuarial  update  to  the  date  12 
months  after  that  biennial  valuation.   A  new  valuation  is  required  if 
significant  changes  have  been  made  to  benefit  provisions  since  the  last 
valuation.   The  most  recent  actuarial  valuation  of  the  System  was 
prepared  by  the  Massachusetts  Retirement  Law  Commission  as  of  January 
1,  1987.   An  actuarial  update  has  not  been  prepared  pending  a  new 
valuation  incorporating  the  changes  required  by  the  Pension  Reform  Act 
(Chapter  697/  Acts  of  1987)  discussed  in  4  and  5  below. 

Significant  actuarial  assumptions  used  in  the  valuation  include: 

1.  Rate  of  investment  return  of  8%  per  annum,  compounded  annually. 

2.  Projected  salary  increases  of  6%  per  annum,  compounded  annually 
with  4.5%  attributable  to  inflation  and  1.5%  attributable  to 
longevity,  productivity  and  merit  increases. 

3.  Annual  cost-of-living  increases  of  3%. 
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12 .   State  Administered  Retirement  Systems  (Continued): 

Funding  status  and  progress  (continued)  - 

4.  A  feature  having  a  significant  impact  on  the  results  of  the  valuation  is  the 
$30,000  pay  cap.   Under  the  provisions  of  the  law  in  effect  at  the  date  of  the 
valuation,  for  employees  hired  after  December  31,  1978,  pay  in  excess  of 
$30,000  is  not  included  when  determining  the  amount  of  the  participant's 
pension.   While  the  majority  of  current  employees  do  not  make  over  $30,000,  the 
pension  benefit  obligation  is  not  based  upon  current  pay,  but  rather  estimated 
final  average  pay.   Since  salaries  are  assumed  to  increase  at  the  rate  of  6\   a 
year,  most  employees  are  projected  to  earn  significantly  more  than  $30,000  by 
the  time  they  retire.   Accordingly,  the  projected  benefit  obligation  does  not 
reflect  the  entire  benefit  the  employees  would  receive  were  it  not  for  the 
$3C,0C0  pay  cap.   Subsequent  to  the  date  of  the  valuation,  the  Pension  Reform 
Act  abolished  the  $30,000  pay  cap. 

5.  The  actuarial  valuation  was  based  on  a  30  year  amortization  of  the  unfunded 
pension  benefit  obligation.   The  Pension  Reform  Act  includes  a  provision  for  a 
40  year  amortization. 

As  of  January  1,  1987,  the  unfunded  pension  benefit  obligation  was  as  follows 
(amounts  expressed  in  thousands): 

SERS        TRS         Total 


Pension  benefit  obligation: 

Retirees  and  beneficiaries  currently 
receiving  benefits  and  terminated 
employees  not  yet  receiving  benefits      $2,650,000   $2,319,000   $  4,969,000 

Current  employees: 

Accumulated  employee  contributions 

including  allocated  investment 

income  1,025,000    1,204,000     2,229,000 

Employer  financed,  vested  1,077,000    1,289,000     2,366,000 

Employer  financed,  nonvested  1, 502,000    1,519,000     3,021,000 

Total  pension  benefit  obligation  6,254,000    6,331,000    12,585,000 

Net  assets  available  for  benefits,  at 

market  2,515,000    2,670,000     5,185,000 

Unfunded  pension  benefit  obligation      $3,739,000   $3,661,000   $  7,400,000 
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12.   State  Administered  Retirement  Systems  (Continued); 

Contributions  requirements  and  contributions  made  - 

Beginning  in  1981,  the  Commonwealth  assumed  financial  responsibility 
for  the  COLA  granted  to  participants  in  retirement  systems  of  cities, 
towns  and  counties.   The  last  actuarially  determined  present  value  of 
future  COLA  accrued  benefits  granted  to  date  was  $950,750,000,  based  on 
information  compiled  as  of  January  1,  1983,  updated  through  July  1, 
1986.   Any  future  COLA  granted  by  the  State  Legislature  to  employees  of 
these  plans  will  also  be  the  responsibility  of  the  Commonwealth. 
Expenditures  for  COLA  are  recorded  when  paid  to  the  local  retirement 
systems.   During  fiscal  year  1988,  the  Commonwealth  funded  $77,840,000 
toward  the  COLA  commitment. 

The  Pension  Reform  Act  requires,  among  other  items: 

preparation  of  a  funding  schedule  which  includes  the  amounts 
required  to  amortize  the  unfunded  actuarial  liability  of  the 
Commonwealth  for  pension  obligations  of  SERS,  TRS  and  COLA  to  local 
systems,  over  40  years  beginning  July  1,  1988,  and  to  provide  for 
the  annual  change  in  the  actuarially  determined  present  value  of 
pension  benefits, 

a  three-year  update  of  these  actuarial  valuations;  and 

a  commitment  by  the  Commonwealth  to  make  appropriations  in 
accordance  with  the  funding  schedule. 

For  the  first  ten  years,  the  funding  must  at  least  equal  the  total 
estimated  benefit  costs  each  year.   The  current  funding  schedule  to 
amortize  the  unfunded  liability  requires  payments  by  the  Commonwealth 
rising  from  $248,800,000  to  $4,175,000,000  in  fiscal  years  1989  and 
2028,  respectively.   This  funding  schedule  is  based  on  the  most  recent 
valuations  referred  to  above. 

The  three-year  and  ten-year  historical  trend  information  required  by 
Statement  No.  5  of  the  GASB  will  be  presented  in  future  years  as  the 
data  becomes  available. 
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12 .   State  Administered  Retirement  Systems  (Continued) : 

Net  plan  assets  - 

For  investment  and  management  purposes,  the  Commonwealth  has  invested  pension  and 
retirement  assets  in  the  following  pooled  trusts: 

Treasurer's  Fixed  Income  Securities  Trust  (TFIST)  is  a  combined  investment  fund 
for  SERS  and  TFS. 

Treasurer's  Management  Trust  (TMT)  is  a  combined  investment  fund  for  SERS  and 
TRS. 

Pension  Reserve  Investment  Trust  (PRIT)  serves  as  the  investment  portfolio  for 
the  assets  of  SERS,  TRS  and  local  retirement  boards. 

Treasurer's  Cash  Management  Trust  (TCMT)  is  an  investment  trust  for  cash 
investments  of  the  Commonwealth,  trust  funds,  and  funds  under  the  custody  of 
agencies  and  authorities  of  the  Commonwealth. 

Individual  retirement  systems'  investments  at  market  value  in  the  pooled  trusts  are 
as  follows  (amounts  expressed  in  thousands): 

TFIST         TMT  PRIT        TCMT       Total 


State  Employees 

Retirement  System       $1,077,009  $   649,329   $       -     $234,066   $1,960,404 

Teachers'  Retirement 

System  1,152,221      693,701  -      247,781    2,093,703 

Pension  Reserve  Funds    ;__  ^_    2,260,078   ^_    2,260,078 

Total  %2. 229. 230  »,  313  .Q3P.   $2. 260. 078   1481.847   jfi^HilfiS 

Cost  $1.917.287  il,QK,331   il. 540.388   1481.847   J5.Q31.fi53 

Included  in  the  financial  statements  of  TCMT  is  approximately  $122,000,000  of 
investments  by  TFIST  and  TMT  which  have  been  eliminated  in  the  above  table. 
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13.   Deferred  Compensation  Plan: 

The  Commonwealth  offers  its  employees  a  deferred  compensation  plan 
created  in  accordance  with  Internal  Revenue  Code  Section  457.   The 
plan,  available  to  all  employees  of  the  Commonwealth,  permits  them  to 
defer  a  portion  of  their  salary  until  future  years.   The  deferred 
compensation  is  not  available  to  employees  until  termination, 
retirement,  death,  or  unforeseeable  emergency.   All  amounts  of 
compensation  deferred  under  the  plan,  all  property  and  rights  purchased 
with  those  amounts,  and  all  income  attributable  to  those  amounts, 
property,  or  rights  are  (until  paid  or  made  available  to  the  employee 
or  other  beneficiary)  solely  the  property  and  rights  of  the 
Commonwealth  (without  being  restricted  to  the  provision  of  benefits 
under  the  plan),  subject  only  to  the  claims  of  the  Commonwealth's 
general  creditors.   Participants'  rights  under  the  plan  are  equal  to 
the  fair  market  value  of  the  deferred  account  for  each  participant. 
All  assets  and  liabilities  of  the  plan  are  stated  at  market  value. 

It  is  the  opinion  of  the  Commonwealth's  legal  counsel  that  the 
Commonwealth  has  no  liability  for  losses  under  the  plan  but  does  have 
the  duty  of  due  care  that  would  be  required  of  an  ordinary  prudent 
investor.   The  plan  assets  are  subject  to  the  claims  of  the 
Commonwealth's  general  creditors;  however,  to  the  knowledge  of  legal 
counsel,  no  assets  have  been  used  in  the  past  to  satisfy  such  claims. 

Of  the  $317,315,000  in  the  plan  at  June  30,  1988,  $261,798,000  was 
applicable  to  the  Commonwealth  while  the  remaining  $55,517,000 
represents  the  assets  of  cities  and  towns  participating  in  the  plan. 
The  assets  and  liabilities  of  the  deferred  compensation  plan  are 
included  in  Agency  Funds  at  June  30,  1988. 
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Office 

space 

Eqi 

aipment 

Total 

$  42,906 

$ 

6,544 

$  49,450 

33,436 

4,788 

38,224 

25,763 

1,559 

27,322 

13,278 

586 

13,864 

6,106 

203 

6,309 

415 

15 

43C 

$121,904 

$13.695 

$135.599 

(Continued) 


14.   Commitments; 

The  Commonwealth's  future  minimum  rental  commitments  for  office  space 
and  equipment  leases  accounted  for  as  operating  leases  at  June  30, 
1988,  are  as  follows  (amounts  expressed  in  thousands): 


1989 
1990 
1991 
1992 
1993 
Thereafter 


The  Commonwealth  also  rents  space  on  a  monthly  basis  as  a 
tenant-at-will .   It  is  likely  the  Commonwealth  will  continue  to  rent 
some  or  all  of  this  space  in  subsequent  fiscal  years.   Total  rental 
payments  under  tenancies-at-will  in  the  fiscal  year  ended  June  30, 
1988,  were  approximately  $10,000,000.   The  Commonwealth's  future 
obligation  under  capital  leases  are  not  material  to  the  financial 
statements . 

The  Commonwealth  is  obliged  to  pay  the  Massachusetts  Bay  Transportation 
Authority  (MBTA)  and  the  fourteen  regional  transit  authorities  for 
their  net  cost  of  service  (current  expenses,  including  interest  on 
debt,  minus  current  income)  and  to  advance  funds  sufficient  to  meet 
outstanding  bonds  and  notes  if  funds  are  not  otherwise  available.   The 
Commonwealth  recovers  a  portion  of  these  payments  through  assessments 
to  cities  and  towns  served  by  these  authorities. 

The  MBTA  has  entered  into  several  sale-leaseback  agreements  with  major 
financial  institutions  (the  lessor)  covering  equipment  and  rolling 
stock.   The  leases  expire  through  2013.   Upon  termination  of  the 
leases,  the  MBTA  may  purchase  the  equipment  and  rolling  stock  at  prices 
equal  to  the  lesser  of  a  stated  percentage  (40%-70M  of  the  lessor's 
original  purchase  price  or  residual  fair  market  value,  as  defined. 
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14.   Commitments  (Continued); 

The  leases  have  been  accounted  for  as  operating  leases  under  generally 

accepted  accounting  principles.   Future  minimum  lease  payments,  which 

are  eligible  for  90S  state  contract  assistance,  are  as  follows  (amounts 
expressed  in  thousands): 

Year  ending  June  30,  Amount 

1989  $  12,072 

1990  12,072 

1991  12,072 

1992  12,072 

1993  12,072 

1994  and  thereafter  252,690 

£313.050 

At  June  30,  1988,  the  University  of  Lowell  Building  Authority  had 
commitments  of  $16,623,000  relating  to  the  construction  of  dormitories. 

At  June  30,  1988,  the  Massachusetts  Convention  Center  Authority  had 
commitments  of  approximately  $4,544,000  relating  to  the  expansion  of 
the  Hynes  Convention  Center. 

The  Massachusetts  Water  Resources  Authority  (MWRA)  had  commitments  of 
approximately  $160,600,000  relating  to  a  capital  improvement  program  at 
June  30,  1988.   Additionally,  MWRA  has  been  party  to  several  state  and 
federal  lawsuits,  by  which  it  is  required  to  comply  with  a  detailed 
schedule  of  actions  to  achieve  and  maintain  compliance  with  the 
requirements  of  the  Clean  Water  Act.   The  Authority  anticipates  capital 
expenditures  of  approximately  $6,000,000,000  between  1990  and  1999 
based  on  certain  preliminary  assumptions  and  estimates.   These 
estimates  may  change  significantly  as  design  and  construction  of  the 
necessary  facilities  proceed.   Funding  is  expected  from  various  federal 
and  state  grants  and  debt  issuance  proceeds. 
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15.   Contingencies : 

There  are  a  number  of  lawsuits  pending  or  threatened  against  the 
Comr.cr.weal th  which  arose  from  the  ordinary  course  of  operations, 
including  claims  for  property  damage  and  personal  injury,  breaches  of 
contract,  condemnation  proceedings  and  other  alleged  violations  of 
law.   For  those  cases  in  which  it  is  probable  or  reasonably  possible 
that  a  loss  will  be  incurred  and  the  amount  of  the  potential  judgment 
car.  be  reasonably  estimated,  the  Attorney  General  estimates  the 
liability  to  be  £167,266,000,  of  which  $62,655,000,  the  portion 
expected  to  be  paid  in  more  than  twelve  months,  is  recorded  in  the 
General  Long-term  Obligations  Account  Group;  the  remainder  is  recorded 
in  the  General  Fund.   Of  the  total  liability,  approximately  $60,000,000 
relates  tc  claims  by  certain  acute-care  hospitals  challenging  actions 
by  the  Rate  Setting  Commission. 

Additionally,  there  are  various  cases  currently  before  the  Appellate 
Tax  Board,  with  approximately  $400,000,000  of  collected  taxes  being 
contested.   No  accrual  has  been  made  for  these  amounts  in  the  general 

purpose  financial  statements. 

The  Commonwealth  receives  significant  financial  assistance  from  the 
U.S.  Government.   Entitlement  to  the  resources  is  generally  conditioned 
upon  compliance  with  terms  and  conditions  of  the  grant  agreements  and 
applicable  federal  regulations,  including  the  expenditure  of  the 
resources  for  eligible  purposes.   Substantially  all  grants  are  subject 
to  financial  and  compliance  audits  by  the  grantors.   Any  disallowances 
as  a  result  of  these  audits  become  a  liability  of  the  fund  which 
receives  the  grant.   As  of  June  30,  1988,  the  Commonwealth  estimates 
that  nonmaterial  liabilities,  if  any,  will  result  from  such  audits. 

The  Commonwealth's  Abandoned  Property  Law  requires  deposit  of  certain 
unclaimed  assets  into  a  managed  Agency  Fund.   The  statutes  require  the 
excess  amount  over  $500,000  each  June  30  to  be  remitted  to  the  General 
Fund  where  it  is  included  as  miscellaneous  revenue.   Amounts  remitted 
during  fiscal  year  1988  total  $48,000,000.   A  total  of  approximately 
$165,000,000  has  been  remitted  since  inception  of  the  fund,  and 
represents  a  contingency  since  claims  for  refunds  can  be  made  by  the 
owners  of  the  property. 
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15.   Contingencies  (Continued): 

The  Commonwealth  guarantees  the  debt  of  certain  authorities  and  local 
governments.   In  addition  to  the  guaranteed  debt  disclosed  in  Note  7, 
the  outstanding  guaranteed  debt  at  June  30,  1988,  is  approximately 
$16,000,000  and  $1,600,000  of  debt  issued  by  local  housing  authorities 
and  the  Town  of  Mashpee,  respectively. 

The  Commonwealth  also  guarantees  certain  debt  under  statutory 
requirements.   The  debt  so  guaranteed  at  June  30,  1988,  is 
approximately  $2,000,000  and  $21,500,000  issued  by  regional  transit 
authorities  and  the  Woods  Hole,  Martha's  Vineyard  and  Nantucket 
Steamship  Authority,  respectively. 
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(Amounts  in  thousands) 


1968 


1987 


ASSETS 

Cash  and  short-term  investments 
Receivables,  net  of  allowance  for 
uncollectibles : 

Taxes 

Due  from  federal  government 

Other  receivables 
Due  from  cities  and  towns 

Total  assets 


540,094 

414,448 

68,698 

167,000 


$   610,421    $   883,802 


641,047 
279,582 
160,784 
159,000 


mwLfefii    *2-124-215 


LIABILITIES  AND  FUND  EQUITY 

Liabilities : 

Accounts  payable 

Tax  refunds  and  abatements  payable 

Other  accrued  liabilities 

Due  to  other  funds 

Deferred  revenue 

Liabilities  due  depositors 

Notes  payable 

Total  liabilities 

Fund  equity  (deficit): 
Unreserved 

Total  fund  equity  (deficit) 

Total  liabilities  and  fund  equity 


$1,002,122 
311,461 
235,160 
197,481 
57,750 
116 
106,000 

1,910,090 


(    109,429) 
(    109,429) 


$1,014,688 
198,376 
145,929 
148,578 
113,225 
3,967 
104,000 

1,728,763 


395,452 


395,452 


$1,800,661    $2,124,215 
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(Amounts  in  thousands) 


1988  1987 


Revenues : 

Taxes  $5,078,602  $5,030,537 

Assessments  157,300  195,551 

Federal  grants  and  reimbursements  1,544,351  1,445,791 

Departmental  569,867  470,367 

Miscellaneous  122,589  102,479 

Total  revenues  7,472,709  7,244,725 

Other  financing  sources: 

Transfers  in  225,271  441,619 

Total  revenues  and  other  sources  7,697, 980  7,686, 344 

Expenditures : 

Legislature  47,745  44,686 

Inspector  General  1,232  2,760 

Judiciary  58,721  53,240 

Executive  5,911  3,593 

Secretary  of  the  Commonwealth  13,029  13,876 

Treasurer  and  Receiver  -  General  123,796  90,072 

Auditor  of  the  Commonwealth  12,631  10,778 

Attorney  General  91,477  28,037 

Ethics  commission  973  950 

District  Attorney  24,281  9,487 

Administration  and  finance  635,382  684,207 

Environmental  affairs  79,475  80,634 

Communities  and  development  162,888  134,572 

Human  services  4,446,053  4,073,143 

Transportation  and  construction  16,534  26,997 

Education  53,723  50,747 
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COMMONWEALTH  OF  MASSACHUSETTS 

GENERAL  FUND 

COMPARATIVE  STATEMENT  OF  REVENUES, 
EXPENDITURES  AND  CHANGES  IN  FUND  EQUITY 

FISCAL  YEAR  ENDED  JUNE  30,  1988 

(Amounts  in  thousands) 

(Continued) 


1988 


1987 


Expenditures  (continued): 
Higher  education 
Public  safety 
Economic  affairs 
Elder  affairs 
Consumer  affairs 
Energy  resources 
Labor 

Independent  commissions 
Pension 
Debt  service: 

Principal  retirement 

Interest  and  fiscal  charges 

Total  expenditures 

Other  financing  uses: 
Transfers  out: 

Debt  service-principal 

Debt  service-interest 

Pension 

Fund  deficit  support 

Other 
Other  uses 

Total  other  financing  uses 

Total  expenditures  and  other  uses 

Excess  (deficiency)  of  revenues  and  other 
sources  over  expenditures  and  other  uses 

Fund  equity  at  beginning  of  year 

Fund  equity  (deficit)  at  end  of  year 


841 

,566 

908 

593 

39 

815 

33 

,611 

52 

771 

54 

880 

127 

799 

135 

162 

26 

614 

24 

364 

2 

738 

2 

250 

18 

240 

17 

513 

7 

811 

7 

694 

235 

576 

208 

486 

11 

759 

7, 

200 

17 

492 

6, 
6,713, 

069 

7,156, 

032 

601 

192,930 


1,046,829 


(    504,881 
395,452 


193,096 


198,428  200,401 

35,726  92,157 

231,027  361,161 

388,718  96,585 

-      17,53  3 


960,933 


8,202,861     7,674,534 


11,810 
383,642 


($   109.429)   $   395,452 
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COMMONWEALTH  OF  MASSACHUSETTS 
CAPITAL  PROJECTS  FUNDS 
COMBINING  BALANCE  SHEET 

JUNE  30.  1988 
(Amounts  in  thousands) 


Totals 


ASSETS 

Cash  and  short-term  investments 
Receivables,  net  of  allowance  for 
oncollectibles: 
Due  from  federal  government 

Total  assets 


LIABILITIES  AND  FUND  DEFICIT 

iabilities: 
Deficiency  in  cash  and 


General     Highway    Federal    Other      1988 


60-648 


S60.648   L 


1987 


$  70,766 


60-648       95.549 
*  60.646     $166.315 


short-term  investments 

$320,816 

$272,708 

$17,657 

$18,195 

$629,376 

$585,456 

Accounts  payable 

37,379 

18,068 

36.983 

10,888 

103,318 

127.472 

Other  accrued  liabilities 

69 

- 

1,817 

27 

1,913 

941 

Deferred  revenue 

- 

- 

7,084 

- 

7,084 

11,698 

Notes  payable 

35.600 

393.864 

62.600 
353.376 

. 

5.600 
34.710 

103.800 
845.491 

62.900 

Total  liabilities 

63,541 

788.467 

otal  fund  deficit: 

Unreserved 

(  393.864) 

(J5UZ6) 

r   2.893) 

t    34.710) 

I    784.843) 

I    622.152 

Total  liabilities  and 

fund  deficit 

S   - 

s      - 

160.648 

$   - 

*   60.648 

$166,315 
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COMMONWEALTH  OF  MASSACHUSETTS 

CAPITAL  PROJECTS  FUNDS 

COMBINING  STATEMENT  OF  REVENUES.  EXPENDITURES  AND  CHANGES  IN  FUND  EQUITY 

FISCAL  YEAR  ENDED  JUNE  30.  1988 

(Amounts  in  thousands^ 


Totals 


General 

Highway 

Federal 

Other 

1988 

19B7 

Revenues: 

Federal  grants  ano  reimbursements 

$    149 

$ 

$150,351 

$   950 

$151,450 

$ 

135.639 

Departmental 

- 

- 

- 

256 

256 

30 

Mi  seel laneous 

936 

1.085 

_ 

_ 

120 
1.326 

1.056 
152.762 

_ 

Total  revenues 

150.351 

135.669 

Other  financing  sources: 

Proceeds  of  general  obligation 

bonds 
Proceeds  of  refunding  bonds 

Total  other  financing  sources 

Total  revenues  and  other 
sources 

Expenditures : 
Legislature 
Judiciary 
Executive 

Secretary  of  the  Commonwealth 
Administration  and  finance 
Environmental  affairs 
Communities  and  development 
Human  services 

Transportation  and  construction 
Education 
Higher  education 
Public  safety 
Consumer  affairs 
Energy  resources 
Labor 

Total  expenditures 


312,257 

173,796 

- 

90,299 

576,352 

353,104 

_ 

_ 

_ 

_ 

_ 

526.074 

312.257 

173.796 

90.299 

576.352 

879.178 

313.342 

173.796 

150 

■  351 

91.625 

729.114 

1.014.847 

124 

124 

129 

55 

- 

- 

- 

55 

- 

17 

- 

- 

- 

17 

- 

703 

- 

- 

- 

703 

- 

128,315 

1,312 

15 

20,280 

149,922 

151,555 

1 52 , 596 

25.430 

- 

32,848 

210,874 

142,795 

122,460 

- 

- 

5,943 

128,403 

102.147 

11.456 

- 

- 

380 

11,866  ( 

2.449) 

13.737 

81.945 

240 

.363 

172 

336,217 

376.438 

2.216 

- 

- 

- 

2.216  ( 

5.624) 

25.800 

- 

- 

- 

25,800 

5,115 

83 

46 

- 

5 

136 

190 

267 

- 

- 

- 

267 

- 

2.213 

- 

- 

- 

2,213 

3,642 

28 

_ 

_ 

_ 

2B 
B6B.841 

_ 

460.100 

108.735 

240 

.378 

59.626 

773.938 
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COMMONWEALTH  OF  MASSACHUSETTS 

CAPITAL  PROJECTS  FUNDS 

COMBINING  STATEMENT  OF  REVENUES.  EXPENDITURES  AND  CHANGES  IN  FUND  EQUITY 

FISCAL  YEAR  ENDED  JUNE  30.  198R 

(Amounts  in  thousands) 

(Continued) 

Totals 


General    Highway   Federal     Other       1988        1987 

Other  financing  uses: 

Payments  to  refunded  bonds 

escrow  agents  -  _       526,074 

Transfers  out  11,212        45      3,179       430       14,866       2,114 


Other 


6.096        B.Q98 


Total  other  financing  uses         11.212   45.      3.179     8.528       22.96^      528.188 

Total  expenditures  and  other 

financing  uses  471,312    108.780    243.557    68. 156      891.805    1.302.126 

Excess  (deficiency)  of  revenues  and 
other  sources  over  expenditures 

and  other  uses  (  157,970)    65,016  (  93,206)   23,469    (  162,691)  (   287,279) 

Fund  equity  (deficit)  at  beginning 

of  vear  (  235,894)  (  418,392)    90-313   (  58.179)    (  622.152)  (    334.873) 

Fund   deficit  at   end   of  year  (S393.86*)    (IISUIS)    (j     2.893)    ($34.710)        (1784.843)    (S     622.152) 
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COMMONWEALTH  OF  MASSACHUSETTS 

AGENCY  FUNDS 

COMBINING  STATEMENT  OF  CHANGES  IN  ASSETS  AND  LIABILITIES 

FISCAL  YEAR  ENDED  JUNE  30,  1988 

(Amounts  in  thousands) 


Beginning  Ending 

balance     Additions     Deletions    balance 


AGENCY  FUND 

Liabilities  due  depositors        $1,708,093    $   304,736      $  12,039    $2,000,790 

Abandoned  property 

Court  escrow  deposits 

Payroll  withholdings 

Child  support  enforcement 

Local  option  taxes 

Other  agency 

Totals 


24,526 

70,005 

77,595 

16,936 

24,545 

13,143 

3,162 

34,526 

1,016 

509,465 

508,949 

1,532 

- 

22,624 

19,783 

2,841 

9,680 

94,428 

96,092 

8,016 

6,927 

401 

7,178 

150 

$1,774,787 

£L 

014.802 

$724,798 

«- 

064.791 

T  H  E      C  0  M  M  ONWEALTH      OF 


Mk  SSACHUSETTS 


Financial  Section:  Budgetary  Basi< 


m?. 
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TGJC'ifc  r-C;5  i  Cc. 

One  Federal  Street 
Bcstor   WA  C2H0-2C55 
TeleD^cne  61?  426-5151 
Telex:  2 '195S  TROSS 


^ToucheRoss 


Independent  Auditor's  Report 


Ms.  Ellen  M.  O'Connor,  Comptroller 
The  Commonwealth  of  Massachusetts 


We  have  audited  the  accompanying  general  purpose  financial  statements  - 
budgetary  basis  of  the  Commonwealth  of  Massachusetts  as  of  June  30,  1988, 
and  for  the  year  then  ended  as  listed  in  the  table  of  contents,  which 
include  only  those  funds  required  by  statute.   These  general  purpose 
financial  statements  -  budgetary  basis  are  the  responsibility  of  the 
Commonwealth  of  Massachusetts'  management.   Our  responsibility  is  to  express 
an  opinion  on  these  general  purpose  financial  statements  -  budgetary  basis 
based  on  our  audit.   We  did  not  audit  the  financial  statements  of  the 
Pension  Reserve  Investment  Trust,  an  investment  vehicle  for  certain  of  the 
Commonwealth  of  Massachusetts'  Pension  Trust  Funds,  the  financial  statements 
of  which  reflect  27  and  15  percent,  respectively,  of  assets  and  revenues  of 
the  Fiduciary  Fund  Type.   Those  financial  statements  were  audited  by  other 
auditors  whose  report  thereon  has  been  furnished  to  us,  and  our  opinion, 
insofar  as  it  relates  to  the  amounts  included  for  the  Fiduciary  Fund  Type 
referred  to  above,  is  based  solely  on  the  report  of  the  other  auditors. 

Except  as  discussed  in  the  following  paragraph,  we  conducted  our  audit  in 
accordance  with  generally  accepted  auditing  standards.   Those  standards 
require  that  we  plan  and  perform  the  audit  to  obtain  reasonable  assurance 
about  whether  the  financial  statements  are  free  of  material  misstatement. 
An  audit  includes  examining,  on  a  test  basis,  evidence  supporting  the 
amounts  and  disclosures  in  the  general  purpose  financial  statements  - 
budgetary  basis.   An  audit  also  includes  assessing  the  accounting  principles 
used  and  significant  estimates  made  by  management,  as  well  as  evaluating  the 
overall  financial  statement  presentation.   We  believe  that  our  audit 
provides  a  reasonable  basis  for  our  opinion. 

We  were  unable  to  audit  the  financial  data  presented  in  the  General  Fixed 
Asset  Account  Group. 

As  described  in  Notes  1  and  2,  the  Commonwealth's  policy  is  to  prepare  its 
general  purpose  financial  statements  -  budgetary  basis  on  a  prescribed  basis 
of  accounting  that  demonstrates  compliance  with  the  General  Laws  and 
budgetary  principles  and  funds  of  the  Commonwealth  of  Massachusetts.   This 
practice  differs  from  generally  accepted  accounting  principles. 
Accordingly,  the  accompanying  general  purpose  financial  statements  - 
budgetary  basis  are  not  intended  to  be  a  presentation  in  conformity  with 
generally  accepted  accounting  principles. 


Touche  Ross  International 
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Touche  Ross  &  Co. 
One  Federal  Street 
Boston.  MA  02HC-2066 
Telephone:  617  426-5151 
Telex:  211956  TROSS 

•  i-ge   Two 


£i  Touche  Ross 


In  our  opinion,  based  upon  our  audit  and  the  report  of  other  auditors  except 
for  the  effects  of  such  adjustments,  if  any,  as  might  have  been  determined 
to  be  necessary  had  we  been  able  to  audit  the  General  Fixed  Asset  Account 
Group,  the  general  purpose  financial  statements  -  budgetary  basis  referred 
to  above  present  fairly,  in  all  material  respects,  the  financial  position  of 
the  Commonwealth  of  Massachusetts  as  of  June  30,  1988,  and  the  results  of 
its  operations  for  the  year  then  ended,  on  the  basis  of  accounting  described 
in  Notes  1  and  2. 

As  discussed  in  Notes  3  and  4  to  the  general  purpose  financial  statements  - 
budgetary  basis,  the  Commonwealth  has  changed  its  method  of  accounting  for 
bonds  authorized  -  unissued,  and  has  adjusted  opening  fund  equity  in  the 
Special  Revenue  and  Fiduciary  Fund  Types  to  reflect  changes  in  individual 

fund  classifications. 

Our  audit  was  made  for  the  purpose  of  forming  an  opinion  on  the  general 
purpose  financial  statements  -  budgetary  basis  taken  as  a  whole.   The 
combining  and  individual  fund  financial  statements  -  budgetary  basis  listed 
in  the  table  of  contents  are  presented  for  the  purpose  of  additional 
analysis  and  are  not  a  required  part  of  the  general  purpose  financial 
statements  -  budgetary  basis  of  the  Commonwealth  of  Massachusetts.   Such 
information  has  been  subjected  to  the  auditing  procedures  applied  in  the 
audit  of  the  general  purpose  financial  statements  -  budgetary  basis  and,  in 
our  opinion,  is  fairly  stated  in  all  material  respects  in  relation  to  the 
general  purpose  financial  statements  -  budgetary  basis  taken  as  a  whole. 

We  did  not  audit  the  data  included  in  the  statistical  section  of  this  report 
and,  accordingly,  we  express  no  opinion  on  such  data. 

Certified  Public  Accountants 
January  4,  1989 


Touche  Ross  Internationa 
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The  budgetary  basis  financial  statements  are  presented  in 
accordance  with  Section  12  of  Chapter  7A  of  the  General  Laws 
of  the  Commonwealth  of  Massachusetts. 

For  the  fiscal  year  ended  June  30,  1988,  the  budgetary  basis 
financial  statements  include  the  80  funds  of  the  Commonwealth, 
incorporating  the  fiscal  activities  of  the  168  state  departments, 
agencies,  boards,  commissions  and  constitutional  offices.  These 
168  state  departments  conduct  their  daily  financial  business 
through  the  Massachusetts  Management  Accounting  and 
Reporting  System  (MMARS). 
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COMMONWEALTH  OF  MASSACHUSETTS 

COMBINED  STATEMENT  OF  REVENUES,  EXPENSES 

AND  CHANGES  IN  FUND  EQUITY  -  BUDGETARY  BASIS  - 

NONEXPENDABLE  TRUST  FUND  AND  PENSION  TRUST  FUNDS 

FISCAL  YEAR  ENDED  JUNE  30,  1986 

(Amounts  in  thousands) 


Revenues : 

Employee  contributions 
Investment  earnings 
Departmental 
Other  revenue 

Total  revenues 

Other  financing  sources: 
Transfers  in 

Accounts  payable  balances 
reverted 

Total  other  sources 

Total  revenues  and 
other  sources 

Expenses : 

Environmental  affairs 
Other  governmental  charges 

Total  expenses 

Other  financing  uses: 
Transfers  out 

Total  expenses  and 
other  uses 

Net  income 

Fund  equity  at  beginning  of 
year 

Fund  equity  at  end  of  year 


Fiduciary 

Fund  Type 

Totali 
(Memorandum 

Non- 
expendable 

Pension 
Trust  Funds 

$   301,411 
134,601 

Only) 

1968 

1987 

$   - 

72 
145 

$   301,411   $ 
134,601 
72 

145 

291,633 

551,505 

35 

15 

217 

436,012 

436.229 

154,026 
61 

843,188 

61 

154,026 

263,088 

61 

154,026 
590,038 

161,436 
161,436 

154,087 

263,086 

278 

590,316 

1.106,276 

169 

165 

161,436 

179 
184,152 

169 

161,605 

184,331 

9 

105,800 

105,809 

129.153 

178 

267,236 
322,802 

5.671,925 

267,414 

313,484 

100 
7,594 

322,902 

5,679,519 

792,792 

4f886,727 

17,694 

15,994,727 

$6,002,421   S 

5.679,519 

See  notes  to  general  purpose  financial  Statements  -  budgetary  basis. 
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COMMONWEALTH  OF  MASSACHUSETTS 

COMBINED  STATEMENT  OF  CHANGES  IN 
FINANCIAL  POSITION  -  BUDGETARY  BASIS  - 

NONEXPENDABLE  TRUST  FUND  AND  PENSION  TRUST  TUNDS 

FISCAL  YEAR  ENDED  JUNE  30,  1988 
(Amounts  in  thousands) 


Fiduciary  Fund  Type 
Non- 
expendable    Pension 
Trust  Fund   Trust  Funds 


Totals 
(Memorandum  Only) 


1988 


1987 


urces  of  financial  resources: 

Operations : 

Net  income  $100       $322,802 

Decrease  in  due  from  other  funds  -          14,151 

Increase  in  accounts  payable  -           3,887 

Increase  in  due  to  other  funds  41,041 

tai  sources  cf  financial  resources       100        381 ,  881 

es  of  financial  resources: 
Increase  in  investments 
Decrease  in  accounts  payable 

tal  uses  of  financial  resources  61 

crease  (decrease)  in  cash  and 

short-term  investments  £  39 


$322,902 
14,151 

3,887 
41,041 

381,981 


$   792,792 

230,855 

2,771 

77,045 

1,103,463 


520,660      520.660     1,123,723 
61  61  - 


520,660       520,721      1,123,723 


(£138.779)    ($138.740)   ($    20.260) 


See  notes  to  general  purpose  financial  statements  -  budgetary  basis. 
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COMMONWEALTH  OF  MASSACHUSETTS 

NOTES  TC  GENERAL  PURPOSE  FINANCIAL  STATEMENTS  -  BUDGETARY  BASIS 

FISCAL  YEAR  ENDED  JUNE  30,  1988 


Financial  Statement  Presentation: 

Introduction: 

The  accompanying  general  purpose  financial  statements  -  budgetary  basis 
are  presented  in  accordance  with  Section  12  of  Chapter  7A  of  the  General 
Lavs.   Notes  1,  2,  and  3  are  intended  to  highlight  the  budgetary 
accounting  policies  and  replace  Notes  1,  2  and  3  in  the  preceding 
general  purpose  financial  statements  prepared  in  conformity  with 
generally  accepted  accounting  principles.   Note  4  details  certain 
adjustments  made  to  fund  equity  at  July  1,  1987.   Notes  4  through  15  in 
the  general  purpose  financial  statements  form  an  integral  part  of  the 
general  purpose  financial  statements  -  budgetary  basis.   Certain 
reclassifications  have  been  made  to  the  1987  balances  to  conform  to  the 
presentation  used  in  1966. 

Reporting  Entity: 

The  general  purpose  financial  statements  presented  in  this  section 
include  ali  funds  and  account  groups  of  the  Commonwealth  of 
Massachusetts  as  recorded  by  the  Office  of  the  Comptroller  in  compliance 
with  the  General  Laws  and  in  accordance  with  the  Commonwealth's 
budgetary  principles  and  funds.   The  general  purpose  financial 
statements  are  not  intended  to  include  independent  authorities  and  other 
organizations  which  may  be  included  in  the  reporting  entity  as  component 
units  under  the  criteria  of  the  Governmental  Accounting  Standards  Board. 

Fund  Accounting : 

The  Commonwealth  records  its  transactions  in  funds  and  account  groups, 
each  of  which  is  considered  a  separate  accounting  entity.   The 
operations  of  each  fund  are  accounted  for  with  a  set  of  self-balancing 
accounts  that  comprise  its  assets,  liabilities,  fund  equity,  revenues 
and  expenditures/expenses.   Transactions  between  funds  within  a  fund 
type,  if  any,  have  been  materially  eliminated.   The  funds  and  account 
groups  are  organized  into  three  categories  as  follows: 

Governmental  Fund  Types: 

Governmental  Funds  are  those  through  which  most  governmental  functions 
of  the  Commonwealth  are  financed.   The  acquisition,  use  and  balances  of 
the  Commonwealth's  expendable  financial  resources  and  the  related 
liabilities  are  accounted  for  through  Governmental  Funds.   The 
measurement  focus  is  on  determination  of  changes  in  financial  position, 
rather  than  on  net  income. 
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COMMONWEALTH  OF  MASSACHUSETTS 

NOTES  TO  GENERAL  PURPOSE  FINANCIAL-  STATEMENTS  -  BUDGETARY  BASIS 

FISCAL  YEAR  ENDED  JUNE  30,  1988 

(Continued) 


Financial  Statement  Presentation  (Continued); 

Governmental  Funds  Types  (Continued): 

General  Fund  -  is  the  general  operating  fund  of  the  Commonwealth. 
It  is  used  to  account  for  all  financial  resources  except  those 
required  to  be  accounted  for  in  another  fund.   For  financial 
statement  purposes,  the  fund  equity  recorded  in  the  Program 
Stabilization  Fund  is  included  as  a  designation  of  General  Fund  fund 
equity . 

Special  Revenue  Funds  -  are  used  to  account  for  the  proceeds  of 
specific  revenue  sources  (other  than  trusts  or  Capital  Projects 
Funds)  that  are  legally  restricted  to  expenditures  for  specific 

purposes . 

Debt  Service  Funds  -  are  used  to  account  for  the  accumulation  of 
resources  for,  and  the  future  payment  of,  general  long-term  debt 
principal  and  interest,  except  for  mini-bond  payments,  wnich  are 
made  frorr.  the  General  Fund. 

Capital  Projects  Funds  -  are  used  to  account  for  financial  resources 
to  be  used  for  acquisition  or  construction  of  major  capital  assets. 
Such  resources  are  derived  principally  from  proceeds  of  general 
obligation  bonds  and  from  federal  reimbursements  and  state 
appropriations . 

Fiduciary  Funds: 

Fiduciary  Funds  -  are  used  to  account  for  assets  held  by  the 
Commonwealth  in  a  trustee  capacity  (Trust  Funds),  or  as  an  agent 
(Agency  Funds)  for  individuals,  private  organizations,  other 
governmental  units  and/or  other  funds.   Trust  Funds  include 
Expendable  Trust  Funds,  Nonexpendable  Trust  Funds  and  Pension  Trust 
Funds.   Nonexpendable  Trust  Funds  and  Pension  Trust  Funds  are 
accounted  for  in  essentially  the  same  manner  as  proprietary  funds 
since  capital  maintenance  is  critical.   The  measurement  focus  is  on 
the  determination  of  net  income.   Expendable  Trust  Funds  are 
accounted  for  in  essentially  the  same  manner  as  Governmental  Funds 
with  the  measurement  focus  on  changes  in  financial  position  rather 
than  income.   Agency  funds  are  custodial  in  nature  (assets  equal 
liabilities)  and  do  not  involve  measurement  of  results  of  operations. 
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(Continued) 

1.  Financial  Statement  Presentation  (Continued): 

Account  Groups : 

Accounts  groups  are  used  to  establish  control  and  accountability  over 
the  Commonwealth's  general  fixed  assets  and  long-term  obligations.   The 
Commonwealth' s  account  groups  are  as  follows: 

General  Fixed  Assets  Account  Group  -  is  used  to  account  for  general 
fixed  assets. 

General  Long-term  Obligations  Account  Group  -  is  used  to  account  for 

long-tern-,  obligations. 

2.  Summary  of  Significant  Accounting  Policies: 

Introduction: 

The  general  purpose  financial  statements  -  budgetary  basis  presented  in 
this  section  are  prepared  from  the  Commonwealth's  books  and  records  and 
other  official  reports  which  are  maintained  on  the  basis  of  accounting 
used  in  the  preparation  of  the  Commonwealth's  legally  adopted  annual 
budget  (budgetary  basis).  Accordingly,  the  combined  financial 
statements  are  not  intended  to  present  the  financial  condition  and 
results  of  operations  in  conformity  with  generally  accepted  accounting 
principles  (GAAP).  A  reconciliation  of  the  operating  results  of  all 
fund  types  between  the  budgetary  and  GAAP  basis  of  accounting  is 
presented  in  Note  3  -  Budgetary  Control  -  general  purpose  financial 
statements. 

Basis  of  Accounting: 

Revenues  are  recognized  when  received  by  the  Commonwealth.   Accordingly, 
receivables  are  not  booked  on  the  budgetary  basis  with  the  exception  of 
federal  reimbursements  due  for  expenditures  incurred  as  of  June  30, 
1986.   Expenditures  are  recognized  when  paid  and  also  include  accounts 
payable  and  encumbrances. 

Earnings  on  Pooled  Cash: 

The  Commonwealth  follows  the  practice  of  pooling  cash  and  cash 
equivalents  of  all  fund  types.   Cash  equivalents  consist  of  short-term 
investments  and  are  stated  at  cost.   Interest  earned  on  pooled  cash  is 
allocated  to  the  General  Fund  and  Expendable  Trust  Funds. 
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(Continued) 


2.   Summary  of  Significant  Accounting  Policies  (Continued): 

Investments : 

Pension  Trust  Fund  investments  are  stated  at  market.   All  other 
investments  are  stated  at  cost. 

Advances  to  the  Massachusetts  Bay  Transportation  Authority  (MBTA); 

The  Commonwealth  periodically  provides  working  capital  advances  to  the 
MET.-,  to  provide  funding  for  its  net  cost  of  service.   Such  advances  will 
be  repaid  through  future  sales  of  temporary  debt,  appropriations  by  the 
Legislature  and  reimbursement  by  the  cities  and  towns  for  their  share  of 
the  net  cost  of  service. 

Inventory: 

Inventory  purchases  are  recorded  as  expenditures  when  paid. 

Interfund  Transactions: 

During  the  course  of  normal  operations,  the  Commonwealth  has  numerous 
transactions  between  funds  including  those  attributable  to  pooled  cash 
and  those  authorized  by  statute.   These  transactions  are  recorded  as 
operating  transfers  and  as  interfund  receivables/payables .   For 
financial  statement  presentation  purposes,  interfund  receivables/ 
payables,  except  for  those  related  to  the  Pension  Trust  Funds,  are 
combined  with  cash  and  short-term  investments.   This  may  result  in  a 
fund  having  a  deficiency  in  cash  and  short-term  investments  at  year  end. 

Additionally,  in  FY  88,  the  budget  directed  the  General  Fund  to  transfer 
sufficient  funds  to  offset  any  fund  balance  deficits  in  the  Local  Aid 
and  Highway  Funds.   These  transfers  are  recorded  as  Fund  Deficit  Support. 

General  Fixed  Assets: 

General  fixed  assets  are  recorded  as  expenditures  and  capitalized 
annually  in  the  General  Fixed  Assets  Account  Group  in  the  year 
purchased.   Land  and  buildings  are  recorded  at  their  most  recent  locally 
assessed  valuations  while  machinery  and  equipment  are  recorded  at  cost 
or  estimated  cost.   Infrastructure  (roads,  bridges,  tunnels,  dams,  water 
and  sewer  systems,  etc.)  has  not  been  capitalised. 
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(Continued) 

2.   Summary  of  Significant  Accounting  Policies  (Continued); 

Vacation  and  Sick  Leave; 

Employees  are  granted  vacation  and  sick  leave  in  varying  amounts.   Upon 
retirement,  termination,  or  death,  certain  employees  are  compensated  for 
unused  vacation  and  sick  leave  (subject  to  certain  limitations)  at  their 
then  current  rate  of  pay.   Vacation  and  sick  leave  are  recorded  as 
expenditures  when  paid. 


Insurance : 


The  Commonwealth  self-insures  for  casualty,  theft,  tort  claims,  and 
other  losses.   Such  losses  are  recorded  as  expenditures  when  paid. 


Encumbrances  : 


The  Commonwealth  utilizes  encumbrance  accounting  as  a  significant  aspect 
of  budgetary  control.   Under  this  method,  all"  purchase  orders,  contracts 
and  other  commitments  for  expenditures  of  funds  are  recorded  as  a 
reserve  against  the  applicable  appropriation.   Encumbrances  outstanding 
at  year  end  are  recorded  as  expenditures  and  accounts  payable. 

Unreserved  Fund  Balances: 

Unreserved  fund  balance  is  segregated  into  five  separate  and  distinct 
components.   A  brief  description  of  each  is  as  follows: 

"Designated  for  Continuing  Accounts"  are  unexpended  amounts  in 
appropriations  which  are  carried  over  to  the  next  fiscal  year.   These 
amounts  must  either  be  authorized  or  be  specific  projects  which  were  not 
completed  during  the  current  fiscal  year. 

"Designated  for  Specific  Purpose"  is  composed  of  all  unreserved  fund 
balances  within  the  Fiduciary  Fund  Type. 

"Designated  for  Program  Stabilization"  represents  amounts  available  in 
the  General  Fund  for  future  specific  appropriations.   (See  Note  4  to  the 
general  purpose  financial  statements.) 

"Undesignated"  fund  balances  or  deficits  consist  of  the  governmental 
fund  types'  cumulative  surplus  or  deficit  not  otherwise  designated. 
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(Continued) 

2 .  Summary  of  Significant  Accounting  Policies  (Continued); 

Total  Columr.s  on  Combined  Statements: 

Total  columns  on  the  combined  statements  are  presented  to  aggregate 
financial  data  of  the  fund  types  and  account  groups.   No  consolidating 
or  other  eliminations  were  made  in  arriving  at  the  totals;  thus  they  do 
not  represent  consolidated  information. 

3 .  Budgetary  Control : 

The  Governor  presents  ar.  annual  budget  to  the  State  Legislature 
representing  estimates  of  revenues,  expenditures  and  other  financing 
sources  and  uses  anticipated  during  the  coming  fiscal  year.   The 
Massachusetts  Constitution  requires  that  a  balanced  budget  be  submitted 
by  the  Governor  to  the  State  Legislature.   The  Legislature,  which  has 
full  authority  to  amend  the  budget,  adopts  an  expenditure  budget  by 
appropriating  monies  in  an  annual  appropriation  bill.   The  Governor, 
before  signing  the  bill,  may  veto  any  specific  item,  subject  to 
legislative  override.   Changes  to  this  budget  may  be  made  via 
supplemental  appropriation  bills  or  other  legislative  acts  which  must  be 
approved  by  the  Legislature  and  signed  by  the  Governor. 

Subsequent  to  June  30,  1988,  the  Legislature  passed  and  the  Governor 
signed  Chapters  208  and  236,  Acts  of  1988.   These  Acts  included  several 
supplemental  budgetary  and  capital  appropriations,  and  also  incorporated 
provisions  which  changed  the  methods  of  accounting  for  certain 
transactions,  effective  July  1,  1987,  including  changing  certain 
expenditures  to  Capital  Projects  Funds  which  had  previously  been 
included  in  various  budgeted  funds  and  directing  certain  transfers  to  be 
made  from  various  budgeted  funds  to  the  General  Fund.   For  the  fiscal 
year  ended  June  30,  1988,  the  Legislature  approved  increases  in  original 
appropriations  aggregating  approximately  $398,100,000. 

The  original  budgeted  revenues  as  submitted  by  the  Governor  are  not 
amended  to  coincide  with  any  legislative  changes  to  the  original 
expenditure  budget,  and,  therefore,  the  Commonwealth  does  not  have 
updated  budgeted  revenue  totals  for  use  in  the  accompanying  financial 
statements.   Accordingly,  the  Budget  and  Actual  statements  for  the 
General  Fund  and  Special  Revenue  Funds  use  actual  revenues  as  the 
budgeted  revenues. 
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(Continued) 

3.   Budgetary  Control  (Continued); 

The  Commonwealth  adopts  two  types  of  appropriations  in  the  annual 
budget.   Most  are  lapsing  appropriations  which  end  each  year  and  require 
annual  reappropriation.   The  remaining  appropriations  are  continuing 
appropriations  where  the  Legislature  has  approved  unspent  funds  in  one 
year  to  be  carried  forward  for  spending  the  next  year. 

The  Office  of  the  Comptroller  has  the  responsibility  to  ensure  that 
budgetary  control  is  maintained  on  an  individual  appropriation  account 
basis.   Expenditures  or  advance  expenditure  commitments  (purchase 
orders)  will  not  be  approved  by  the  Comptroller  if  they  exceed  the 
appropriation  '  s  total  spending  limit,  which  is  a  combination  of 
authorized  appropriations  and  portions  of  restricted  receipts.   In  the 
Budget  and  Actual  statements  for  the  General  Fund  and  Special  Revenue 
Funds,  the  budgeted  expenditures  represent  the  total  spending  authority, 
net  of  carry  forward  amounts  in  continuing  appropriations  for  fiscal 
1989. 

Budget  and  Actual  statements  for  the  Special  Revenue  Funds  are  presented 
for  only  those  funds  for  which  a  budget  has  been  adopted.   The  Special 
Revenue  Funds,  disclosed  individually,  with  annual  budgets  are  Highway, 
Local  Aid,  Government  Land  Bank,  Victim  and  Witness  Assistance,  Mosquito 
and  Greenhead  Fly  Control,  Inland  Fisheries  and  Game,  Massachusetts 
Housing  Partnership,  Oil  Overcharge,  and  Hazardous  Waste.   The  "other" 
funds  include  Freight  Rail,  Passenger  Rail,  JFK  Library  and  Park, 
Anti-Trust  Law  Enforcement,  Non-Game  Wildlife,  Economic  Development, 
Inter-City  Bus  Capital  Assistance,  Federally  Assisted  Housing  Bond 
Sinking  and  Motorcycle  Safety. 

During  1988,  the  Commonwealth  changed  its  method  of  reporting  bonds 
which  have  been  authorized  but  not  issued.   Previously,  bonds  authorized 
but  unissued  were  included  in  fund  balance  upon  authorization  for 
issuance  and  appropriation  by  the  Legislature.   Effective  June  30,  1988, 
these  bonds  are  no  longer  reported  as  a  component  of  fund  equity.   The 
effect  of  this  change  in  fiscal  year  1988  reporting  was  to  decrease 
other  financing  sources  in  the  Capital  Projects  Funds  by  $3,107,682,000. 
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[Conti nued) 

4.  Adjustments  to  Fund  Equity: 

For  the  fiscal  year  ended  June  30,  1988,  certain  changes  have  been  cade  to  opening  fund 
equity.  Add'tionally,  certain  reclassifications  have  been  made  to  the  1987  balances  to 
conform  to  the  presentation  used  in  1988. 

The  following  schedule  details  the  adjustments  «ade  to  fund  equity  as  of  June  30,  1987,- 
(amounts  expressed  in  thousands): 

Fund  Type 


Special     Capital     Expendable    Pension 

Genera'  Revenue     Projects    Trust        Trust 

Fund  equity  at  June  30, 

1987,  as  previously 

reported                 $554,893  $294,134   $3,629,384   $1,184,321   $5,741,371 
To  el imi nate  bonds 

authorized  -  unissued          -  -    (  4,251,696) 
To  revise  accounting  for 

various  other   items                  (        9,681)  -         {          10,000)             24,722     (          69,446) 

To    reclassify   funds  -  104.046       r_      I         104.046)      - 

Fund  equity  at  June  30, 

1987,  as  restated          $545.212  $398.180   (|  632.312)   Sl.lQ-4,997   $5.671.925 
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COMMONWEALTH  OF  MASSACHUSETTS 
COMPARATIVE  BALANCE  SHEETS  -  BUDGETARY  BASIS  -  GENERAL  FUND 

JUNE  30,  1988 
(Amounts  in  thousands) 


1988 


1987 


ASSETS 

Cash  and  short-term  investments 

Advances  to  MBTA 

Receivables,  net  of  allowance  for  uncollectibles 

Due  frcrr.  federal  government 

Other  receivables 
Due  frorr  cities  and  towns 

Total  assets 

LIABILITIES  AND  FUND  EQUITY 

Liabi lities: 

Accounts  payable 
Due  tc  other  funds 
Bonds  and  notes  payable 

Total  liabilities 

Fund  equity: 
Fund  balances: 
Unreserved: 

Designated  for  continuing  accounts 
Designated  for  program  stabilization 
Undesignated 

Total  fund  equity 

Total  liabilities  and  fund  equity 


$595,002  $   896,723 

137,444  198,722 

93,629  85,967 
10,281 

106,000     104,000 


S942.356    SI. 285.41? 


$514,296    S   623,827 

12,373 

106,000       104,000 


620,296 


740,200 


168,400       434,370 

112,312        70,330 

41,348    40,512 


322,060       545,212 
$942.356 
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commonwealth  of  massachusetts 

statement  of  revenues,  expenditures  and  changes  in 
fun:  e;v:ty  -  budgetary  basis  -  budget  and  actual  -  genepal  fun: 

fiscal  year  ended  june  30,  1988 

(Amounts  in  thousands) 


Revenues : 
Taxes 

Assessments 

Federal  grants  end  reimbursements   1,418,879 
Departmental 
Miscellaneous 

Total  revenues 

Other  financing  sources: 
Transfers  ir. 
Accounts  payable  balances 

reverter 
Other 

Total  other  financing 
sources 

Total  revenues  and 
other  sources 

Expenditures : 
Legislature 
Inspector  General 
Judiciary 
Executive 

Secretary  of  the  Commonwealth 
Treasurer  and  Receiver  -  General 
Auditor  of  the  Commonwealth 
Attorney  General 
Ethics  commission 
District  Attorney 
Administration  and  finance 
Environmental  affairs 
Communities  and  development 
Human  services 

Transportation  end  construction 
Education 


Varience 

1988 

1988 

favorable 

1987 

Budqet 

Actual 

(Unfavorable) 
$ 

Actual 

$5,264,151 

$5,264,151 

55,080,969 

146,600 

146,600 

- 

163,893 

1,418,879 

1,418,879 

- 

1,251,451 

464,791 

464,791 

- 

443,200 

124,795 

124,795 

7,419,216 

225,271 

- 

89,689 

7,419,216 

7,029,202 

225,271 

_ 

112,444 

52,521 

52,521 

- 

16,396 

18,986 

18,986 

296,778 

7,715,994 

48,148 

- 

- 

296,778 

128,840 

7,715,994 

7.158,042 

59,774 

11,626 

44,926 

1,357 

1,203 

154 

1.173 

44,591 

37,826 

6,765 

59.595 

6,117 

5,808 

309 

4,092 

13,789 

12,129 

1,660 

15,355 

70,372 

70,105 

267 

91,334 

12,591 

12,495 

96 

10,672 

18,840 

17,849 

991 

14,967 

992 

982 

10 

946 

60,887 

57,522 

3.365 

9,818 

834,847 

809,969 

24.878 

822,387 

96,166 

79,776 

16,39: 

82,479 

177,597 

166,441 

11,15c 

131.424 

4,564,003 

4,431,018 

132, 9e5 

4,005,863 

170,820 

159,916 

10,904 

19,878 

66,484 

52,652 

13,832 

49,658 
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STATEMENT  OF  REVENUES.  EXPENDITURES  AND  CHANGES  IN 
fun:  EQUITY  -  BUDGETARY  BASIS  -  BUDGET  AND  ACTUAL  -  GENERAL  fun: 

FISCAL  YEAR  ENDED  JUNE  30,  1988 

(Amounts  in  thousands) 

(Continued) 


Variance 

1988 

1988 

Favorable 

1987 

Ixpenditures  (continued): 

Budqet 

Actual 

(Unfavorable ) 

Actual 

Higher  education 

866,182 

745,816 

120,366 

697,598 

Public  safety 

48,492 

41,371 

7,121 

37,050 

Economic  affairs 

60,056 

52,222 

7,834 

57,221 

Elder  affairs 

144,117 

136,376 

7,741 

130,795 

Consumer  affairs 

28,545 

26,849 

1,696 

24,433 

Energy  resources 

2,943 

2,579 

364 

2,642 

Labcr 

21,507 

18,538 

2,969 

17,095 

Independent  commissions 

8,858 

3,861 

4,99" 

11,667 

Pension 

249,206 

235,576 

13,63C 

208,486 

Debt  service: 

Principal  retirement 

11,759 

11,759 

- 

7,200 

Interest  and  fiscal  charges 
Total  expenditures 

17,492 
7,658,384 

17,492 
7,256,278 

- 

6,069 

402,106 

5,564,823 

ither  financing  uses: 
Transfers  out: 

Debt  service-principal 

Debt  service-interest 

Pension 

Fund  deficit  support 

Other 
Other  uses 

Total  other  financing  uses 

Total  expenditures 
and  other  uses 

Excess  of  expenditures  and 
other  uses  over  revenues 
and  other  sources 

Fund  equity  at  beginning  of  year 

Fund  equity  at  end  of  year 


192,930 

190,317 

35,726 

5,998 


424,971 


8,083,355 


192,930 
198,428 

35,726 
231,027 

24,757 


682,868 


7,939,146 


(         367,361)    (         223,152) 
545,212  545,212 

i  177,851    i  mjm 


(         8,111) 

(    231,027) 
(       18,755) 


(    257,897) 


144,20? 


144,209 


S144.2?c 


193,096 
200,401 
133,935 
361,161 

20,131 
17,533 

926,257 


7,491,080 

333,038) 
878,250 
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COMK)N»EALTM  Qr  »|ASSACHUSC-ts 

STATEMENT  OF  REVENUES.  EXPENDITURES  AND 

CHANGES  IN  FUND  EQUITY  - 

B'JDGE'arv  BASIS  -  BUDGET  AND  actual  -  highwav  FUND 

FISCAL  VEAR  ENDE3  JUNE  3C .  '9°8 

(Amounts  in  thousands) 


Van  ance 


1988 

1988 

Favorabl e 

1987 

Budcet 

Actual 

(UnfavoraC'e' 

Actual 

Revenues : 

Taxes 

$296,412 

$296,412 

$   - 

$289,576 

Assessments 

798 

798 

- 

2.320 

Feoera1  grants  and  reimbursements 

72,942 

72,942 

- 

11,858 

Deoartme-ita" 

191,6^0 

191.640 

- 

188.546 

Mi  see' 1 aneous 

1.728 

1.728 

- 

287 

Total  revenues  563,520     563,520         -         492.587 

Ctner  financng  sources: 
Transfers  in 
Accourts  pa>as"e  balances  reverteo 

Total  Otner  financing  sources 

Tota"  revenues  ano  other  sources 

Expendi  tures : 

District  Attorney 

Aomi ni strati  on  and  finance 

Environmental  affairs 

Transportation  and  construction 

Higher  education 

Public  safety 

Consumer  af fai rs 

Pensi on 

Total  expenditures 

Other  financing  uses: 
Transfers  out: 

Debt  service-principal  66.040      66.040         -  60,955 

Debt  service-interest  61.874      61.874        -  56.004 

Other  36.590       65.102     (  28.512)         49.206 

Total  other  financing  uses  164.SQ4      193.016     (  28.512)        166.165 

Total  expenditures  and  other  uses        699.581      637.660       61.921        569.674 

Excess  of  expenditures  and  other  uses 

over  revenues  and  other  sources  (  129.730)    (   67.809)      61.921       (   18,429) 

Fund  eouity  at  beginning  of  year  67.809       67.809         -         86.233 

Fund  equity  (deficit)  at  end  of  year  (3  61 .921)    $  $61 .921        j  67 .603 


45 

45 

- 

79,754 

6.2e& 

6.286 

6.331 

569.851 

_ 

(    1.096) 

6.321 

78.658 

569.SE1 

571.245 

367 

367 

323 

65,442 

59,812 

5,630 

55,031 

52,946 

49.267 

3,679 

42,557 

259.695 

183,412 

76,283 

189.947 

- 

- 

- 

(      59) 

106,451 

104,704 

1.747 

86,865 

3,025 

2.911 

114 

2,807 

47.151 

44.171 
444.644 

2.980 
90.433 

46.038 

535.077 

422, 5Q9 
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Commonwealth  pr  MASSACHUSETTS 

STATEMENT  OF  REVENUES.  EXPENDITURES  AND 

CHANGES  IN  FUND  EQUITY  - 

B'JBEfTMv  B£S!S  -  BUggE*  AND  ACTUAL  -  LOCAL  AID  FUND 

FISCA,  VEA9  ENDED  JUNF  30.  1986 

(Amounts  in  thousands) 

Variance 

1988        1988       Favorable       1987 
Budget       Actual     (Unfavorable)     Actual 

Revenues : 

Taxes  $2,710,435  $2,710,435  $       -  $2,671,201 

Department'  1.969  1.969  -                                472 

r1isce"laneo.;s  14,424  ]±J££  -  lfi 

Tea'    rsver.es  2.72S.82J  2.726.82?  -_  2.671.681 

Ot"e'  finar.cr.c  sources: 

Transfers  ip                              626,696      626.696         -          607.046 
Accounts  payable  balances  revertec  7.186       7. 186         -       2.404 

Total  other  financing  sources  633.Se?      633.882         -  609.450 

Tota*  revenues  and  other  sources       3.36C.71Q    3.360,710         -        3.281 .133 

Expend^  tures : 

Judi  Clary 

Treasurer  and  Receiver  -  General 

D'-StHct  Attorney 

Administration  and  finance 

Environmental  affairs 

Communities  and  development 

Human  services 

Transportation  anc  construction 

Education 

Higher  education 

Public  safety 

Independent  commissions 

Pension 


227,372 

213.647 

13.725 

219.356 

1.032,593 

1.032.490 

103 

1.006,656 

19.56-5 

16.983 

581 

27,952 

95.386 

82.994 

12.392 

58.934 

40,441 

37,913 

2.528 

37.452 

7,148 

7,288 

(    140) 

15.113 

12.516 

8,775 

3.741 

11.209 

4.625 

3,224 

1.401 

7.475 

1,683,672 

1,675.829 

7.843 

1.585.038 

200 

29 

171 

- 

2.475 

1.779 

696 

600 

22.877 

22.850 

27 

22,134 

281.250 

272.227 

11.02- 

233.976 

Total  expenditures  3.432.119    3.378.028       54. QQ^       3 .228.895 
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COMMONWEALTH  OF  MASSACHUSETTS 

STATEMENT  OF  REVENUES,  EXPENDITURES  AND 

CHANGES  IN  FUND  EQUITY  - 

BUDGETARY  BASIS  -  BUDGET  AND  ACTUAL  -  LOCAL  AID  FUND 

FISCAL  YEAR  ENDED  JUNE  30.  19B8 

(Amounts  in  thousands) 

(Continued) 


Variance 

1968 

1986 

Favorable 

1987 

fiudaet 

Actual 

(Unfavorable) 

Actual 

Other  financing  uses: 
Transfers  Oct: 

Deb*    service-principal 
Debt   service-interest 
Pension 
Other 

Other  uses 

Tota'  other  financing  uses 

Total  expenditures  and  other  uses 

Excess  of  expenditures  and  other  uses 
over  revenues  and  other  sources 

Fund  equity  at  beginning  of  year 

Fund  equity  (deficit)  at  end  of  year 


7,661 

7.661 

- 

- 

7.508 

7,508 

- 

448 

12,500 

12,500 

- 

- 

- 

12,750 

(    12,750) 

69,017 

_ 

_ 

_ 

11.688 

27.669 

40.419 

(    12.750) 

81.153 

3.459.788 

3.418.447 

41.341 

3.31Q.C-8 

(         99.078) 

(         57.737) 

41,341 

(         28.915) 

57.737 

57.737 
5 

86.652 

It       41.341) 

Ml  .341 

%      57.737 
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COMMONWEALTH  OF  MASSACHUSETTS 

STATEMENT  OF  REVENUES,  EXPENDITURES  AND 

CHANGES  IN  FUND  EQUITY  -  BUDGETARY  BASIS  - 

BUDGET  AND  ACTUAL  -  GOVERNMENT  LAND  BANK  FUND 

FISCAL  YEAR  ENDED  JUNE  30,  1988 

(Amounts  in  thousands) 


Variance 

1988     1988  Favorable  1987 

Budget  Actual  (Unfavorable )    Actual 

Revenues : 

Departmental                               $1,575  $1,575  $   -        $   200 

Dther  financing  sources: 

Transfer  in                                 5,998     5,998  -  - 


Other  financing  uses: 
Transfers  out: 

Debt  service-principal 
Debt  service-interest 

Total  other  financing  uses 

Total  expenditures  and  other  uses 

Excess  (deficiency)  of  revenues  and  other 
sources  over  expenditures  and  other  uses 

Fund  deficit  at  beginning  of  year 

Fund  deficit  at  end  of  year 


Total  revenues  and  other  sources        7, 573    7, 573  200 

Expenditures : 

Administration  and  finance  (  1, 316)  (  1,315^        - 


1,527 

1,527 

- 

1,139 

1,652 

1,652 
3,179 
3,179 

- 

1,529 

3,179 

2,668 

1,863 

(    1,316) 

2,668 

5,710 

4,394 

(    1,316; 

(    2,468) 

(    7,314) 

(    7,314) 

( $2.920) 

_ 

(    4,846) 

(SI. 604) 

($1._316> 

($7.314) 

122  HOUSE  -  No.  500  [May 


COMMONWEALTH  OF  MASSACHUSETTS 

STATEMENT  OF  REVENUES,  EXPENDITURES  AND 

CHANGES  IN  FUND  EQUITY  -  BUDGETARY  BASIS  - 

BUDGET  AND  ACTUAL  -  VICTIM  AND  WITNESS  ASSISTANCE  FUND 

FISCAL  YEAR  ENDED  JUNE  30,  1988 

(Amounts  in  thousands) 


Variance 

1988  1988  Favorable       1987 

Budget  Actual  (Unfavorable )    Actual 

Revenues : 

Departmental                               $5,461  $5,461  $-          $5,016 

Miscellaneous                                 135  135  -             - 

9 

Total  revenues                          5,596  5,596  -           5,016 


5,732 

5,732 

5,099 

414 

76 

338 

50 

3  ,  68"" 

3,653 

34 

2,990 

97 

67 

30 

52 

4,  198 

3,796 

402 

3,092 

Other  financing  sources: 

Accounts  payable  balances,  reverted  136      136  8_3 

Total  revenues  and  other  sources 

Expenditure  s : 

Attorney  General 
District  Attorney 
Human  services 

Total  expenditures 

Other  financing  uses: 

Transfers  out  -  other  807      (__8Q7) 

Total  expenditures  and  other  uses 

Excess  of  revenues  and  other  sources  over 
expenditures  and  other  uses 

Fund  equity  at  beginning  of  year 

Fund  equity  at  end  of  year  $6. 521    $6. 116      ($4C5  I       $4. 987 


4,  198 

4,603 

(  405) 

3,092 

1,534 

1,129 

(  405) 

2,007 

4,987 

4,987 

_ 

2,980 
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COMMONWEALTH  OF  MASSACHUSETTS 

STATEMENT  OF  REVENUES,  EXPENDITURES  AND 

CHANGES  IN  FUND  EQUITY  -  BUDGETARY  BASIS  - 

BUDGET  AND  ACTUAL  -  MCSQUITO  AND  GREENHEAD  FLY  CONTROL  FUND 

FISCAL  YEAR  ENDED  JUNE  30,  1988 

(Amounts  in  thousands) 


Variance 

1986  1988      Favorable      1987 

Budget  Actual    (Unfavorable )    Actual 

Revenues : 

Assessments  $1,548  $1,548        $-  $1,479 

Miscellaneous  281       281  255 

Total  revenues  1,829  1,829 

Other  financing  sources: 

Accounts  payable  balances  reverted  60  60 

Total  revenues  and  other  sources         1, 889  1,889 


1 

829 

60 

1 

889 

2 

140 

2 

140 

1 

734 

16) 

1 

718 

1 

823 

3 

1 

826 

Expenditures : 

Environmental  affairs  2 , 140  1,752  386 

Other  financing  jses: 

Transfers  out  -  185  (  185) 

Total  expenditures  and  other  uses        2,140  1,937  203 

Excess  of  expenditures  and  other  uses 

over  revenues  and  other  sources  (    251)  (     48)  203        (    108) 

Fund  equity  at  beginning  of  year  728  728  -              836 

Fund  equity  at  end  of  year  $   477  $   680  $203         $   728 
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COMMONWEALTH  OF  MASSACHUSETTS 

STATEMENT  CF  REVENUES,  EXPENDITURES  AND 

CHANGES  IN  FUND  EQUITY  -  BUDGETARY  BASIS  - 

BUDGET  AND  ACTUAL  -  INLAND  FISHERIES  AND  GAME  FUN! 

FISCAL  YEAR  ENDED  JUNE  30,  1986 

(Amounts  in  thousands) 


Variance 
1988      1988       Favorable       1987 
Budget    Actual    (Unfavorable )    Actual 


Revenues : 
Taxes 

Federal  grants  and  reimbursements 
Departmental 
Miscellaneous 

Total  revenues 

Other  financing  sources: 

Accounts  payable  balances  reverted 

Transfers  in 

Total  ether  financing  sources 

Total  revenues  and  other  sources 

Expenditures : 

Treasurer  and  Receiver  -  General 
Environmental  affairs 

Total  expenditures 

Other  financing  uses: 
Transfers  out: 

Debt  service-principal 
Debt  service-interest 
Other 

Total  other  financing  uses 

Total  expenditures  and  other  uses 

Excess  (deficiency)  of  revenues  and  other 
sources  over  expenditures  and  other  uses 

Fund  equity  at  beginning  of  year 

Fund  equity  at  end  of  year 


S   411 

$   411 

$- 

S   402 

2,004 

2,004 

- 

1,920 

5,528 

5,528 

- 

3,837 

17 

17 

7,960 

- 

80 

7,960 

6,239 

970 

970 

(    215) 

61 

61 
1,031 
•8,991 

- 

70 

1,031 

(    145) 

8,991 

6,094 

518 

491 

27 

539 

7,092 

6,397 

695 

5,343 

7,610 

6,888 

722 

5,8B2 

50 

50 

- 

80 

9 

9 

- 

13 

- 

556 
615 

(  556) 
(  556) 

286 

59 

379 

7,669 

7,503 

166 

6.261 

1,322 

1,488 

166 

(    167) 

1,150 

1,150 

- 

1,317 

S2.472    J2.63B 


«16g 


ii.i5: 
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COMMONWEALTH  OF  MASSACHUSETTS 

STATEMENT  OF  REVENUES,  EXPENDITURES  AND 

CHANGES  IN  FUND  EQUITY  -  BUDGETARY  BASIS  - 

BUDGET  AND  ACTUAL  -  MASSACHUSETTS  HOUSING  PARTNERSHIP  FUND 

FISCAL  YEAR  ENDED  JUNE  30,  1988 

(Amounts  in  thousands) 


Variance 

1986 

1988 

Favorable 

1987 

Budget 

Actual 

(Unfavorable 

Actual 

Revenues : 
Taxes 

Other  financing  sources: 

Accounts  payaile  balances  reverted 

Total  revenues  and  ether  sources 

Expenditures : 

Communities  and  development 


$    3,454    $    3,454 


62 


3,516 


16,57? 


62 


3,516 


3,995 


12.58' 


$12,452 


12,452 


4,742 


Other  financing  uses 
Other 


6) 


Total  expenditures  and  other  uses 


16,579 


4,005 


Excess  (deficiency)  of  revenues  and  other 

sources  over  expenditures  and  other  uses  (  13,063)  (     489) 


Fund  equity  at  beginning  of  year 
Fund  equity  at  end  of  year 


18,710 


18,710 


S  5.647    $18.221 


12,574 


12,574 


£12.574 


4,742 

7,710 

11,000 

tlB.710 
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COMMONWEALTH  OF  MASSACHUSETTS 

STATEMENT  OF  REVENUES,  EXPENDITURES  AND 

CHANGES  IN  FUND  EQUITY  - 

BUDGETARY  BASIS  -  BUDGET  AND  ACTUAL  -  OIL  OVERCHARGE  FUNDS 

FISCAL  YEAR  ENDED  JUNE  3C,  1988 

(Amounts  in  thousands) 


Revenues : 

Miscellaneous 

Expenditures : 

Communities  and  development 
Energy  resources 

Total  expenditures 

Other  financing  uses: 
Transfers  out: 

Other  -     46     ( 4_6  ) 

Total  expenditures  and  ether  uses      114 ,  294     40,319       73 ,  975 


Variance 

1988 

1988 

Favorable 

1987 

Budqet 

Actual 

(Unfavorable ) 

Actual 

$  11,640 

$  11,640 

$ 

$102,654 

39,983 

26,652 

13,331 

74,311 

13,621 
40,273 

60,69C 
74,021 

- 

114,294 

Excess  (deficiency)  of  revenues  and  other 

sources  over  expenditures  ar.d  other  uses  (  102,654)  (   28,679)     73,975       102,654 

Fund  equity  at  beginning  of  year  102 ,  654    102 ,  654      -_      -_ 


Fund  equity  at  end  of  year  $         $  73,975      $73, 975      $102,654 
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COMMONWEALTH  OF  MASSACHUSETTS 

STATEMENT  OF  REVENUES,  EXPENDITURES  AND 

CHANGES  IN  FUND  EQUITY  -  BUDGETARY  BASIS  • 

BUDGET  AND  ACTUAL  -  HAZARDOUS  WASTE  FUND 

FISCAL  YEAH  ENDED  JUNE  30,  1988 

(Amounts  in  thousands) 


Variance 

1988  1988      Favorable      1987 

Budget  Actual    (Unfavorable )    Actual 

Revenues : 

Departmental                               $    -  $          $    -         $21,000 

Expenditures : 

Environmental  affairs                       21,000  1,774      19,226 

Other  financing  uses: 

Transfers  out                                  -  17,225    (  17,22E; 


Total  expenditures  and  other  uses       21,000    18,999       2,CC1 
Fund  equity  at  beginning  of  year  21, 000    21, 000         -  - 

Fund  equity  at  end  of  year  $         S  2,001     S  2.0C1        £21,000 
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COMMONWEALTH  Q£  MASSACHUSETTS 

STATEMEN*  OF  REVENUES,  EXPENDITURES  AND 

CHANGES  IN  FUND  EQUITY  - 
BJOGFTARV  BASIS  -  BUDGET  AND  ACTUAL  -  OTHER  SPECIAL  REVENUE  FUNDS 

FISCAL  YEAR  ENDED  JUNE  30.  19BB 

(Amounts  in  thousands) 


Variance 

1988 

1988 

Favorable 

1987 

Budget 

Actual 

(Unfavorable) 

Actual 

$   325 

$   325 

$   - 

$   - 

70S 

70S 
1.033 

_ 

1.617 

1.033 

1.6)7 

Revenues : 
Departmenta" 
Mi  scellaneous 

Total  revenues 

Other  financing  sources: 

Accounts  payable  balances  reverted  420        420        - 64) 

Tota"1  revenues  and  other  sources  1 .453       1  -453         -  1  .553 

Expend • tures : 

Attorney    Ge-er61 

Env • ronme' tal    affairs 

Transportation   and    construction 


431 

344 

87 

431 

446 

332 

114 

2,171 

3.740 

1.967 

1,773 

4.959 

Tota"    expenditures  4.617  2.643  1-974 

Other   f i nanci  ng    uses : 
Trans^ers    Out: 

Debt   service-principal 
Defct    service-interest 
Otner 

Total  financing  uses 

Total  expenditures  and  other  uses 

Excess  of  expenditures  and  other  uses  over 
revenues  and  other  sources 

Fund  eq.  t .  at  beginning  of  year 

Fund  equity  at  end  of  year 


726 

1,271 

(    S45) 

725 

263 

263 

- 

2.435 

_ 

31.112 
32.647 

(  31,112) 

(  31.658) 

_ 

989 

3.160 

5.606 

35.290 

(  29.6841 

10.721 

(  4.153) 

(  33,837) 

(  29.684) 

9.168) 

35.909 

35.909 

_ 

45.077 

lausfi 

S  2.072 

(S29.664> 

S35.9Q9 
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COMBINING  AND  INDIVIDUAL  FUND  FINANCIAL  STATEMENTS 
BUDGETARY  BASIS 
CAPITAL  PROJECT  FUNDS 
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COMMONWEALTH  OF  MASSACHUSETTS 

COMBINING  STATEMENT  OF  CHANGES  IN 
ASSETS  AND  LIABILITIES  -  BUDGETARY  BASIS  -  AGENCY  FUNDS 

FISCAL  YEAR  ENDED  JUNE  30,  1988 

(Amounts  in  thousands) 


Agency  fund 


Liabilities  due  depositors 
Abandoned  property 
Court  escrow  deposits 
Payroll  withholdings 
Child  support  enforcement 
Local  option  taxes 
Other  agency  withholdings 
Totals 


Beginning 

Ending 

balance 

Additions 

Deletions 

balance 

$853,852 

$186,854 

$   9,667 

$1 

,031,039 

24,526 

60,005 

67,595 

16,936 

24,545 

13,143 

3,162 

34,526 

1,016 

509,465 

.508,945 

1,532 

- 

22,624 

19,782 

2,841 

9,680 

94,428 

96,092 

8,016 

6,927 

401 

7,178 

150 

£920.546 

$886,920 

$712,426 

£1 

.095.040 

M 


THE      C  0  M  M  0  N  WEALTH      OF 

ASSACHUSETTS 


Statistical  Section 
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COMMONWEALTH  OF  MASSACHUSETTS 

TEN  YEAR  SCHEDULE  OF  RATIO  OF  ANNUAL  DEBT  SERVICE  EXPENDITURES 
FOR  GENERAL  BONDED  DEBT  TO  TOTAL  EXPENDITURES  -  BUDGETARY  BASIS 
ALL  GOVERNMENTAL  FUND  TYPES 

(Amounts  in  millions) 


Fiscal  year  ended 
June  30, 

1988 

1987 

1986 

1985 

1984 

1983 

1982 

1981 

1980 

1979 


Total 

Total 

debt  service* 

expenditures** 

Ratio 

$   568 

$14,292 

4.0% 

530 

13,253 

4.0 

522 

11,397 

4.6 

482 

10,132 

4.8 

447 

8,970 

5.0 

403 

8,43: 

4.8 

378 

7,861 

4.8 

439 

7,153 

6.1 

428 

6,788 

6.3 

1,021 

6,903 

14.8 

•Debt  service  includes  principal  and  interest  payments  related  to 
general  obligation  long-term  bonds  and  mini-bonds. 

**For  1986  and  prior  years,  transfers  to  the  debt  service  fund, 
previously  reported  as  expenditures,  have  been  excluded. 
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COMMONWEALTH  OF  MASSACHUSETTS 


PER  CAPITA  LONG-TERM  DEBT 


LAST  TEN  FISCAL  YEARS 


(Amounts  in  thousands 


Fiscai  year  ended 

June  30, 

1988 
1987 
1986 
1985 
1984 
1983 
1982 
1981 
1980 
1979 


Estimated 

Total  long- 

Pe 

r  capita 

population* 

term  debt** 

lonq 

-term  debt 

5,849 

$4,121,993 

$0,705 

5,845 

3,825,968 

0.655 

5,832 

3,676,997 

0.630 

5,819 

3,424,647 

0.589 

5,792 

3,346,600 

0.578 

5,762 

3,181,610 

0.552 

5,744 

2,920,486 

0.508 

5,753 

2,812,483 

0.489 

5,743 

2,828,895 

0.493 

5,746 

2,850,906 

0.496 

•Population  is  calendar  year  based  for  1986  and  prior. 
Source:   U.S.  Department  of  Commerce,  Bureau  of  Labor  Statistics 


**Total  long-term  debt  does  not  include  discount. 
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COMMONWEALTH  OF  MASSACHUSETTS 


MASSACHUSETTS  AND  U.S.  POPULATION  1978-1987 


(Amounts  in  thousands) 


United 

Mas 

sachusetts 

States 

Chanqe 

Massachusetts 

Chanqe 

as 

%  of  U.S. 

243,400 

1.0% 

5,838 

0.1% 

2.40% 

241,078 

1.0 

5,832 

0.2 

2.42 

238,741 

1.0 

5,819 

0.5 

2.44 

236,477 

0.9 

5,792 

0.5 

2.45 

234,284 

1.0 

5,762 

0.3 

2.46 

231,996 

1.0 

5,744 

(0.2  ) 

2.48 

229,637 

1.0 

5,753 

0.2 

2.51 

227,255 

1.2 

5,743 

(0.1  ) 

2.53 

224,569 

1.1 

5,746 

0.1 

2.56 

222,096 

1.1 

5,743 

0.0 

2.59 

Year 
1987 
1986 
1985 
1984 
1983 
1982 
1981 
198C 
1979 
1978 


Source:   U.S.  Department  of  Commerce,  Bureau  of  Labor  Statistics 
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COMMONWEALTH  OF  MASSACHUSETTS 

NONAGR I CULTURAL  EMPLOYMENT  BY  INDUSTRY 

IN  MASSACHUSETTS  AND  THE  UNITED  STATES  FOR  1987 

(Amounts  in  thousands) 

%  of  %  of  Mass.  % 

Type  of  industry       Mass .    Mass.  total    U.S.  U.S.  total   vs .  U.S. 

Manufacturing:           597      19.6%      19,065  18.8%  1.04 

Durable  goods          397      13.0       11,218  11.0  1.18 

High  Technology       240        7.9         NA  NA  NA 

Nondurable  goods       200       6.6        7,847  7.8  0.85 

Nonmanufacturing:       2,447       80.4        82,524  81.2  0.99 

Construction           137        4.5        4,998  4.9  0.92 

Transportation         129       4.4         5,385  5.3  0.83 

Trade                  719       23.6        24,381  24.0  0.98 

Wholesale            169       5.6        5,872  5.8  0.96 

Retail               550       18.0        18,509  18.2  0.99 

Financial  services     217       7.1        6,549  6.4  1.11 

Other  services         847      27.8       24,196  23.8  1.17 

Government             398      13.0       17,015  16.8  0.77 

Federal              62       2.0        2,943  2.9  0.69 

State  and  local      336      11.0       14,072  13 .9  Q.  80 

Totals  for  1987         3.044      100.0       101.58Q  100.0  l.QQ 

Source:   Massachusetts  Division  of  Employment  and  Training 
NA:      Not  available 
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COMMONWEALTH  OF  MASSACHUSETTS 

TEN  LARGEST  INDUSTRIES 
BY  NUMBER  OF  EMPLOYEES  AS  OF  OCTOBER,  1981 


Number  of 
Industry employees 

Services  881,300 

Wholesale  and  retail  trade  727,200 

Manufacturing:   Durable  goods  386,500 

Local  government  238,400 

Finance,  insurance  and  banking  228,000 

Manufacturing:   Nondurable  goods  195,900 

Construction  150,000 

Transportation  130,300 

State  government  101,900 

Federal  government  62,600 


Source:   Massachusetts  Division  of  Employment  and  Training 
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COMMONWEALTH  OF  MASSACHUSETTS 

ANNUAL  AVERAGE  CIVILIAN  LABOR  FORCE, 

UNEMPLOYMENT  AND  UNEMPLOYMENT  RATES 

FOR  MASSArHUSFTTS  AND  THF  U.S..  1979-1988 

(Amounts  in  thousands) 


Massachuse' 

tts 

United  States 

Hassai 
ratt 

Cf  U 

Year 

Labor 
force 

3.150 

UneT'1  ovwent 
10* 

Unemployment 
rate 

Labor 
force 

115,521 

Unemolovment 
6,491 

Unemployment 
rate 

:husetts ' 
as  X 
,S.    rate 

1986' 

3.3% 

5.6% 

58. 9% 

1967 

3,086 

99 

3.2 

119,865 

7,425 

6.2 

51.6 

1986 

3.061 

117 

3.6 

117,83* 

8.237 

7.0 

54.3 

1965 

3.05C 

12C 

3.9 

115,461 

8,312 

7.2 

54.2 

1984 

3.0*7 

1*5 

4.8 

113,544 

8,539 

7.5 

64.0 

1963 

2.977 

205 

6.9 

111,550 

10,717 

9.6 

71.9 

1982 

2.993 

237 

7.9 

110.20* 

10.678 

9.7 

81.4 

1961 

2,9*7 

187 

6.3 

108,670 

8.273 

7.6 

82.9 

I960 

2,867 

162 

5.7 

106,940 

7,637 

7.1 

80  ..3 

1979 

2,871 

159 

5.5 

104.962 

6.137 

5.8 

94.8 

Sources:  Massachusetts  Division  of  Employment  and  Training 

U.S.  Department  of  Labor,  Bureau  of  Labor  Statistics,  unpublished  data 

"1986  figures  are  for  the  first  10  months  of  the  calendar  year. 
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COMMONWEALTH  OF  MASSACHUSETTS 


TWENTY -FIVE  LARGEST  MASSACHUSETTS  EMPLOYERS* 


A.T.&  T.  Technologies,  Inc. 

Bank  of  Boston 

Bank  of  New  England 

Blue  Cross  Blue  Shield  of  Massachusetts 

Boston  University 

Digital  Eguipment  Corporation 

Friendly  Ice  Cream  Corporation 

General  Electric  Company 

Harvard  University 

Jewel  Company 

John  Hancock  Mutual  Life  Insurance  Company 

Jordan  Marsh  Company 

Massachusetts  General  Hospital 

Massachusetts  Institute  of  Technology 

New  England  Telephone  &  Telegraph  Company 

Polaroid  Corporation 

Raytheon  Company 

Sears,  Roebuck  &  Company 

Shaw's  Supermarkets,  Inc. 

State  Street  Bank  &  Trust  Company 

The  Stop  &  Shop  Companies,  Inc. 

Supermarket  General  Corporation 

United  Parcel  Service,  Inc. 

Wang  Laboratories,  Inc. 

Zayre  Corporation 


Source:   Massachusetts  Division  of  Employment  and  Training 

•Employers  are  identified  by  number  of  Massachusetts  employees, 
as  of  June  1988. 
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